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Dear Shareholder, 
2008 was a year of sweeping changes and economic crisis . . . everyone was touched by it. 


Our year started out well. In fact, through the first three quarters of 2008, we were making steady progress and 
were pleased with our bottom-line result. But by October, the collective impact of the economic downturn 
affected everyone. Consumers reacted by severely reducing spending across all categories, significantly 
impacting our fourth quarter, the year and our view of 2009. There are times to play offense — and times to play 
defense. As the world changed, we shifted to defense . . . safety and security. 


We always put the “safety” of the enterprise first — it is my overarching concern . . . all stakeholders must have 
confidence in the stability and security of the enterprise in the present and future. 


Defense means managing the financial aspects of our business even more conservatively than before. Our 
inventory is more tightly managed. Inventory per square foot has been down for 19 consecutive months and, on a 
two-year basis, is down 35 percent. We continue to look for ways to improve speed and replenishment, making 
sure our assortment is fresh and appealing. 


We’ ve taken the same conservative approach to expenses, and the aggregate savings are significant: 


¢ Over the past 18 months, we reduced our expense base by $150 million, and we reduced home office 
headcount by 20 percent. 


e We’re also targeting further non-customer-facing expense reductions across the enterprise, everything 
from smarter travel and more efficient marketing, to cutting administrative spending. 


e We expect these actions to result in additional annualized expense savings of $200 to $250 million. 


At the same time, we have significantly reduced our capital spending, from a high of $749 million in 2007, to 
$479 million in 2008, to roughly $200 million in 2009. Importantly, our real estate is in very good shape, with 
almost every location cash-flow positive. We’re diligent about staying on top of our real estate portfolio, making 
sure we’re in the best locations for our brands. 


Our liquidity and cash position are strong, and we continue to generate significant free cash flow. Our free cash 
flow in 2008 was $475 million, and we ended the year with $1.2 billion in cash. In 2009, we expect to generate 
another $350 to $450 million in free cash flow. 


Inventory, expense, capital and cash management are critical in any environment, and none more so than now. 
However, priority one remains staying customer focused . . . maximizing sales and capitalizing on opportunities 
. .. focusing on our core priorities — the customer and the fundamentals of the business. 


We’re in the right businesses. Beauty and lingerie have wonderful attributes that combine the best of “I need it” 
and “I want it.” 

¢ Onur brands lead the beauty and lingerie categories in ways that are unprecedented in retailing. 

¢ They have high emotional content, accessible price points and a loyal customer base. 
For Victoria’s Secret, the core of the brand is bras and panties. We see clear opportunities for substantial growth 
in these categories — by focusing on newness and innovation, expanding into under-penetrated market segments 


and refining our strategy. We’ re inspired by a love for lingerie and the desire to bring sexy and glamour into 
every woman’s lingerie drawer. 


The Victoria’s Secret Beauty business continues to improve, with more newness, more product launches and 
improved merchandising that is more consistent with the overall brand position: always sexy, glamorous, forever 
young and ultra-feminine. 


Victoria’s Secret Direct, including catalogue and one of the most popular sites on the Web, has been a significant 
contributor to the marketing and growth of the Victoria’s Secret brand. We now have the infrastructure in place 
to support growth well into the future, as proven by our new state-of-the-art distribution center that delivered 
multiple record sales days during the holidays. Our direct channel is our best brand advertising. It leverages all 
parts of the business and is an important sales contributor, nationally and internationally. 


PINK has also been a major profit and growth contributor to Victoria’s Secret, but it’s been much more than that. 
It has brought vitality, youth, energy and an all-new customer base to Victoria’s Secret. PINK is a standout, and 
the PINK team has a laser-like focus on their customer and how to continue to delight her. 


For Bath & Body Works, our core priorities are Signature Collection, “‘anti-bac” and home fragrance, which 
together make up the majority of sales and profits for the brand. Again, it’s all about focusing on the customer 
and giving her compelling products. Bath & Body Works made major progress on both getting closer to the 
customer and in successful new product launches with the recent rollout of the redesigned Signature Collection. 


The Bath & Body Works team is applying the same design standards to “anti-bac” that were used for Signature 
Collection. We’re expanding categories and SKUs significantly, and introducing new scents, new packaging and 
new, improved formulas. In so doing, we’re reinvigorating the brand, re-engaging current customers and 
attracting new ones. 


In the home fragrance category, we’re getting real traction with our customers, who are discovering new ways to 
“decorate” their homes. Home fragrance, like all parts of the Bath & Body Works business, has great seasonal 
choices and perfect year-round, affordable gifts. The quality and sophistication of our home fragrance collection 
are improved, and we’re testing assortment and marketing initiatives that are producing growth. 


Our acquisition of La Senza gave us the number two lingerie brand in North America. Canada — and as a result, 
La Senza — are not immune to the global economic crisis. So going forward, we will focus on the key priorities 
that maximize sales and profits, just as we are with all our brands. 


We’ ve successfully begun the expansion of our brands into Canada, with the opening of six Bath & Body Works 
stores this past fall. Their performance to date has been nothing short of amazing. Currently, they’re doing two- 
and-a-half times the volume of a U.S. store, and customers continue to line up. Canada loves Bath & Body 
Works, so in 2009, we will open 20 to 25 additional Bath & Body Works stores, as well as our first PINK stores 
and, in 2010, we will introduce Victoria’s Secret. 


Our success in Canada solidifies my confidence that our brands also have tremendous growth potential outside 
North America. The team of talented people we’ ve built over the past year has been active and productive — 
exploring and meeting with potential partners around the globe — and the awareness and desire for both Victoria’s 
Secret and Bath & Body Works have been overwhelming. 


In sum, we’re striking the right balance between defense and offense. We’re well-positioned with best brands and 
steady cash flow, and we’ ll emerge from this recession stronger than ever. Our businesses are the right ones and 
so are our priorities. We'll always be customer-focused — and focused on growth. 


Sincerely, 
Leslie H. Wexner 
Chairman and Chief Executive Officer 
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Limitedbrands 


Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to Be 
Held on May 28, 2009: The proxy statement and annual report to stockholders are available at 
http://www.proxyvote.com. 


Limitedbrands 


April 8, 2009 
DEAR STOCKHOLDER: 


You are cordially invited to attend our 2009 annual meeting of stockholders to be held at 9:00 a.m., Eastern 
Time, on May 28, 2009, at our offices located at Three Limited Parkway, Columbus, Ohio 43230. Our Investor 
Relations telephone number is (614) 415-7076 should you require assistance in finding the location of the 
meeting. The formal Notice of Annual Meeting of Stockholders and proxy statement are attached. If you plan to 
attend, please bring the Admittance Slip located on the inside back cover and a picture I.D., and review the 
attendance information provided. I hope that you will be able to attend and participate in the meeting, at which 
time I will have the opportunity to review the business and operations of Limited Brands. 


The matters to be acted upon by our stockholders are discussed in the Notice of Annual Meeting of 
Stockholders. It is important that your shares be represented and voted at the meeting. Accordingly, after reading 
the attached proxy statement, would you kindly sign, date and return the enclosed proxy card or vote by 
telephone or via the Internet as described on the enclosed proxy card. Your vote is important regardless of the 
number of shares you own. 


Sincerely yours, 


Leslie H. Wexner 
Chairman of the Board 


Limitedbrands 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 
May 28, 2009 


April 8, 2009 


To OuR STOCKHOLDERS: 


We are pleased to invite you to attend our 2009 annual meeting of stockholders to: 


Elect three directors to serve for a three-year term as described in the accompanying proxy statement. 
Ratify the appointment of our independent registered public accountants. 


Vote on a proposal to approve the 2009 Restatement of the 1993 Stock Option and Performance 
Incentive Plan. 


Vote on a proposal to amend the Certificate of Incorporation to provide for the annual election of 
directors. 


Transact such other business as may properly come before the meeting. 


Stockholders of record at the close of business on March 30, 2009 may vote at the meeting. If you plan to 
attend, please bring the Admittance Slip located on the inside back cover and a picture I.D., and review the 
attendance information provided. 


Your vote is important. Stockholders of record can give proxies by calling a toll-free telephone number, by 
using the Internet or by mailing their signed proxy cards. Whether or not you plan to attend the meeting, please 
vote by telephone or via the Internet or sign, date and return the enclosed proxy card in the envelope provided. 
Instructions are included on your proxy card. You may change your vote by submitting a later dated proxy 
(including a proxy via telephone or the Internet) or by attending the meeting and voting in person. 


By Order of the Board of Directors 


Leslie H. Wexner 
Chairman of the Board 
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Appendix A: Proposed 2009 Restatement of the 1993 Stock Option and Performance Incentive Plan 
Appendix B: Proposed Amendment to the Certificate of Incorporation to Provide for the Annual Election of 
Directors 


INFORMATION ABOUT THE ANNUAL MEETING AND VOTING 


The Board of Directors of Limited Brands, Inc. is soliciting your proxy to vote at our 2009 annual meeting 
of stockholders (or at any adjournment of the meeting). This proxy statement summarizes the information you 
need to know to vote at the meeting. “We,” “our,” “Limited Brands” and the “Company” refer to Limited 
Brands, Inc. 


We began mailing this proxy statement and the enclosed proxy card, or the Notice of Internet Availability of 
Proxy Materials (the “Notice’’), on or about April 8, 2009 to all stockholders entitled to vote. Limited Brands’ 
2008 Annual Report on Form 10-K, which includes our financial statements, is being sent with this proxy 
statement and is available in paper copy by request or in electronic form. 


Date, Time and Place of Meeting 


Date: May 28, 2009 
Time: 9:00 a.m., Eastern Time 


Place: Three Limited Parkway, Columbus, Ohio 43230 


Attending the Meeting 


Stockholders who plan to attend the meeting in person must bring photo identification and the Admittance 
Slip located on the inside back cover of this proxy statement. Because of necessary security precautions, bags, 
purses and briefcases may be subject to inspection. To speed the admissions process, stockholders are 
encouraged to bring only essential items. Cameras, camcorders or video taping equipment are not allowed. 


Shares Entitled to Vote 


Stockholders entitled to vote are those who owned Limited Brands common stock (which we refer to 
throughout this proxy statement as “Common Stock’’) at the close of business on the record date, March 30, 
2009. As of the record date, there were 320,996,436 shares of Common Stock outstanding. Each share of 
Common Stock that you own entitles you to one vote. 


Voting Your Shares 


Whether or not you plan to attend the annual meeting, we urge you to vote. Stockholders of record can give 
proxies by calling a toll-free telephone number, by using the Internet or by mailing their signed proxy cards. The 
telephone and Internet voting procedures are designed to authenticate stockholders’ identities, to allow 
stockholders to give their voting instructions and to confirm that stockholders’ instructions have been recorded 
properly. If you are voting by mail, please complete, sign and date the enclosed proxy card and return it promptly 
in the envelope provided. If you are voting by telephone or via the Internet, please use the telephone or Internet 
voting procedures set forth on the enclosed proxy card. Returning the proxy card or voting via telephone or the 
Internet will not affect your right to attend the meeting and vote. 


The enclosed proxy card indicates the number of shares that you own. 


Voting instructions are included on your proxy card. If you properly fill in your proxy card and send it to us 
or vote via telephone or the Internet in time to vote, one of the individuals named on your proxy card (your 
“proxy”) will vote your shares as you have directed. If you sign the proxy card or vote via telephone or the 
Internet but do not make specific choices, your proxy will follow the Board’s recommendations and vote your 
shares for the following matters: 


e “FOR” the election of the Board’s three nominees for director (as described on page 4). 


e “FOR” the ratification of the appointment of our independent registered public accountants (as 
described on page 10). 


e “FOR” the proposal to approve the 2009 Restatement of the 1993 Stock Option and Performance 
Incentive Plan (as described on pages 11-18). 


e¢ — The Board is not making a recommendation as to the proposal to amend the Certificate of Incorporation 
to provide for the annual election of directors (as described on page 19). Accordingly, the designated 
proxies will not cast a vote “FOR” or “AGAINST” this item unless specifically instructed. 


If any other matter is properly presented at the meeting, your proxy will vote in accordance with his or her 
best judgment. At the time this proxy statement went to press, we knew of no other matters to be acted on at the 
meeting. See “Vote Necessary to Approve Proposals” for a discussion of the votes required to approve these 
items. 


Certain stockholders received a Notice containing instructions on how to access this proxy statement and 
our Annual Report on Form 10-K via the Internet. Those stockholders should refer to the Notice for instructions 
on how to vote. 


Revoking Your Proxy 
You may revoke your proxy by: 
¢ submitting a later dated proxy (including a proxy via telephone or the Internet), 


e notifying our Secretary at our principal executive offices at Three Limited Parkway, Columbus, Ohio, 
in writing before the meeting that you have revoked your proxy, or 


¢ voting in person at the meeting. 


Voting in Person 


If you plan to vote in person, a ballot will be available when you arrive. However, if your shares are held in 
the name of your broker, bank or other nominee, you must bring an account statement or letter from the nominee 
indicating that you were the beneficial owner of the shares at the close of business on March 30, 2009, the record 
date for voting. 


Appointing Your Own Proxy 


If you want to give your proxy to someone other than the individuals named as proxies on the proxy card, 
you may cross out the names of those individuals and insert the name of the individual you are authorizing to 
vote. Either you or that authorized individual must present the proxy card at the meeting. 


Quorum Requirement 


A quorum of stockholders is necessary to hold a valid meeting. The presence in person or by proxy at the 
meeting of holders of shares representing at least one-third of the votes of the Common Stock entitled to vote 
constitutes a quorum. Abstentions and broker “non-votes” are counted as present for establishing a quorum. A 
broker non-vote occurs on an item when a broker is not permitted to vote on that item absent instruction from the 
beneficial owner of the shares and no instruction is given. 


Vote Necessary to Approve Proposals 


e Pursuant to the Company’s Bylaws, each director will be elected by a majority of the votes cast with 
respect to such director. A majority of the votes cast means that the number of votes “for” a director’s 
election must exceed 50% of the votes cast with respect to that director’s election. Under Delaware 
law, if the director is not elected at the annual meeting, the director will continue to serve on the Board 
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as a “holdover director.” As required by the Company’s Bylaws, each director has submitted an 
irrevocable letter of resignation as director that becomes effective if he or she does not receive a 
majority of votes cast in an election and the Board accepts the resignation. If a director is not elected, 
the Nominating and Governance Committee will consider the director’s resignation and recommend to 
the Board whether to accept or reject the resignation. 


e The ratification of Ernst & Young LLP as our independent registered public accountants requires the 
affirmative vote of a majority of the votes present in person or by proxy and voting thereon. 


e The proposal to approve the 2009 Restatement of the 1993 Stock Option and Performance Incentive 
Plan requires the affirmative vote by a majority of votes cast, provided that the total votes cast on the 
proposal represents over 50% of all shares entitled to vote on the proposal. 


e The proposal to amend the Certificate of Incorporation to provide for the annual election of directors 
requires the affirmative vote of at least 75% of the outstanding shares entitled to vote at the annual 
meeting. 


Impact of Abstentions and Broker Non-Votes 


You may “abstain” from voting for any nominee in the election of directors and on the other proposals. 
Abstentions will not count as a vote cast with respect to a director’s election or ratification of Ernst & Young 
LLP, will be excluded entirely from the vote and will have no effect. Shares voting “abstain” on the other 
proposals will be counted as present at the annual meeting and your abstention will have the effect of a vote 
against the proposal. 


In addition, under New York Stock Exchange (“NYSE”) rules, if your broker holds your shares in its name, 
your broker is permitted to vote your shares on the election of directors and the ratification of Ernst & Young 
LLP, even if it does not receive voting instructions from you. Your broker may not vote your shares on the 
proposal to approve the 2009 Restatement of the 1993 Stock Option and Performance Incentive Plan or the 
proposal to amend the Certificate of Incorporation to provide for the annual election of directors without specific 
instruction. A “broker non-vote” occurs when a broker submits a proxy but refrains from voting. Shares 
represented by broker non-votes are counted as present or represented for purposes of determining the presence 
of a quorum but are not counted as otherwise present or represented. A broker non-vote will affect the 
requirement with respect to the total vote cast for the approval of the 2009 Restatement of the 1993 Stock Option 
and Performance Incentive Plan and will have the effect of a vote against the proposal to amend the Certificate of 
Incorporation. 


Obtaining Additional Copies of the Proxy Materials 


We have adopted a procedure called “householding.” Under this procedure, stockholders who share the 
same last name and reside at the same mailing address will receive one Notice or one set of proxy materials (if 
they have elected to receive hard copies of the proxy materials), unless one of the stockholders at that address has 
notified us that they wish to receive individual copies. Stockholders who participate in householding continue to 
receive separate control numbers for voting. Householding does not in any way affect dividend check mailings. 


If you hold Limited Brands Common Stock and currently are subject to householding, but prefer to receive 
separate copies of proxy materials and other stockholder communications from Limited Brands, or if you are 
sharing an address with another stockholder and would like to consent to householding, you may revoke or grant 
your consent to householding as appropriate at any time by calling toll-free at 1-800-579-1639. 


A number of brokerages and other institutional holders of record have implemented householding. If you 
hold your shares beneficially in street name, please contact your broker or other intermediary holder of record to 
request information about householding. 


ELECTION OF DIRECTORS 


The Board of Directors has nominated three directors for election at the annual meeting. If you elect the 
three nominees, they will hold office for a three-year term expiring at the 2012 annual meeting or until their 
successors have been elected. All nominees are currently serving on our Board of Directors. 


Your proxy will vote for each of the nominees unless you specify otherwise. If any nominee is unable to 
serve, your proxy may vote for another nominee proposed by the Board of Directors. We do not know of any 
nominee of the Board of Directors who would be unable to serve as a director if elected. 


The Board of Directors Recommends A Vote FOR The Election of All of The Following Nominees of 
The Board of Directors: 


Nominees and Directors 


Nominees of the Board of Directors for Election at the 2009 Annual Meeting. 
James L. Heskett Director since 2002 Age 75 


Professor Heskett is a Baker Foundation Professor Emeritus at the Harvard University Graduate School of 
Business Administration, where he has served on the faculty and administration since 1965. 


Allan R. Tessler Director since 1987 Age 72 


Mr. Tessler has been Chairman of the Board and Chief Executive Officer of International Financial Group, 
Inc., an international merchant banking firm, since 1987. He has been Chairman of the Board of Epoch 
Investment Partners, Inc., an investment management company and formerly J Net Enterprises, since 2004. He 
was Chief Executive Officer and Chairman of the Board of J Net Enterprises from 2000 to 2004. Mr. Tessler was 
Chairman of the Board of InterWorld Corporation from 2001 to 2004. Since January 1997, Mr. Tessler has also 
served as Chairman of Checker Holdings Corp. IV. Mr. Tessler has served as a director of TD Ameritrade, a 
securities brokerage company, since November 2006. 


Abigail S. Wexner Director since 1997 Age 47 


Mrs. Wexner is Chair of the Boards of Directors of Nationwide Children’s Hospital Inc. and Nationwide 
Children’s Hospital; Founder and Chair of the Boards of the Columbus Coalition Against Family Violence, 
KidsOhio.org and the Center for Child and Family Advocacy; Vice Chair of the Board of KIPP Journey 
Academy; and a Trustee of The Wexner Center Foundation and the United States Equestrian Team Foundation. 
Mrs. Wexner is the wife of Leslie H. Wexner. 


Directors Whose Terms Continue Until 2010 Annual Meeting. 
Dennis S. Hersch Director since 2006 Age 62 


Mr. Hersch is President of N.A. Property, Inc., through which he acts as a business advisor to Mr. and 
Mrs. Wexner, and has done so since February 2008. He also serves as a trustee of several trusts established by 
Mr. and Mrs. Wexner. He was a Managing Director of JPMorgan Securities Inc., an investment bank, from 
December 2005 through January 2008, where he served as the Global Chairman of its Mergers & Acquisitions 
Department. Mr. Hersch was a partner of Davis Polk & Wardwell, a New York law firm, from 1978 until 
December 2005. Mr. Hersch has been a director of Clearwire Corporation, a wireless, high-speed Internet service 
provider, since November 2008. 


David T. Kollat Director since 1976 Age 70 


Dr. Kollat has been Chairman of 22, Inc., a management consulting firm, since 1987. He is also a director of 
Big Lots, Inc., a retailer, Select Comfort Corporation, a bed manufacturing company, and Wolverine World 
Wide, Inc., a footwear, apparel and accessories manufacturing company. 


William R. Loomis, Jr. Director since 2005 Age 60 


Mr. Loomis was a General Partner or Managing Director of Lazard Freres & Co., an investment bank, from 
1984 to 2002. After the formation of Lazard LLC in 2000, he became the Chief Executive Officer of the new 
entity. Mr. Loomis became a Limited Managing Director of Lazard LLC in 2002 and resigned from that position 
in March 2004. 


Leslie H. Wexner Director since 1963 Age 71 


Mr. Wexner has been Chief Executive Officer of Limited Brands since he founded the Company in 1963, 
and Chairman of the Board for more than forty years. Mr. Wexner is the husband of Abigail S. Wexner. 


Directors Whose Terms Continue until 2011 Annual Meeting 
Donna A. James Director since 2003 Age 51 


In April 2006, Ms. James established Lardon & Associates LLC, a business and executive advisory services 
firm, where she is Managing Director. Ms. James served as the President of Nationwide Strategic Investments, a 
division of Nationwide Mutual Insurance Company (“Nationwide”), from 2003 through March 31, 2006. 
Ms. James served as Executive Vice President and Chief Administrative Officer of Nationwide and National 
Financial Services from 2000 until 2003. She is a director of Coca-Cola Enterprises Inc., a nonalcoholic 
beverages company, Conseco, Inc., an insurance company, and Time Warner Cable Inc., a provider of video, 
data and voice services. 


Jeffrey H. Miro Director since 2006 Age 66 


Mr. Miro has been a senior partner of the Honigman Miller Schwartz and Cohn LLP law firm since 
November 2004. He was a partner and Chairman of the law firm of Miro Weiner & Kramer from 1981 until 
November 2004. He is an Adjunct Professor of Law at The University of Michigan Law School, teaching courses 
in taxation and corporate governance. Mr. Miro is a director of M/I Homes, Inc., a national home building 
company, and was a director of Sotheby’s until May 2006. 


Jeffrey B. Swartz Director since 2005 Age 49 


Mr. Swartz is the President and Chief Executive Officer, as well as a director, of The Timberland Company, 
a premium-quality footwear, apparel and accessories company, a position he has held since 1998. 


Raymond Zimmerman Director since 1984 Age 76 


Mr. Zimmerman was Chairman of the Board and Chief Executive Officer of 99¢ Stuff, LLC from 1999 to 
2003 and the Chairman of the Board and Chief Executive Officer of 99¢ Stuff, Inc. from 2003 to 2008. In 
January 2007, 99¢ Stuff, Inc. filed a voluntary petition under Chapter 11 of the United States Bankruptcy Code 
and in October 2007 99¢ Stuff, Inc. emerged from bankruptcy. Mr. Zimmerman is the Chief Executive Officer of 
Service Merchandise LLC. 


Director Independence 


The Board has determined that each of the individuals nominated to serve on the Board of Directors, other 
than Abigail S. Wexner, together with each of the members of the Board who will continue to serve after the 
2009 annual meeting of stockholders (except for Dennis S. Hersch and Leslie H. Wexner), has no material 
relationship with the Company other than in his or her capacity as a director of the Company and that each is 
“independent” in accordance with applicable NYSE standards. Following the annual meeting of stockholders, if 
all director nominees are elected to serve as our directors, independent directors will constitute more than 
two-thirds of our Board. 


In making these determinations, the Board took into account all factors and circumstances that it considered 
relevant, including, where applicable, the existence of any employment relationship between the director (or 
nominee) or a member of the director’s (or nominee’s) immediate family and the Company; whether within the 
past three years the director (or nominee) has served as an executive officer of the Company; whether the director 
(or nominee) or a member of the director’s (or nominee’s) immediate family has received, during any twelve- 
month period within the last three years, direct compensation from the Company in excess of $120,000; whether 
the director (or nominee) or a member of the director’s (or nominee’s) immediate family has been, within the last 
three years, a partner or an employee of the Company’s internal or external auditors; and whether the director (or 
nominee) or a member of the director’s (or nominee’s) immediate family is employed by an entity that is 
engaged in business dealings with the Company. The Board has not adopted categorical standards with respect to 
director independence. The Board believes that it is more appropriate to make independence determinations on a 
case-by-case basis in light of all relevant factors. 


Information Concerning the Board of Directors 
Meeting Attendance. 


Our Board of Directors held 7 meetings in fiscal year 2008. During fiscal year 2008, all of the directors 
attended 75% or more of the total number of meetings of the Board and of the committees of the Board on which 
they served. 


Committees of the Board of Directors 
Audit Committee. 


The Audit Committee of the Board is instrumental in the Board’s fulfillment of its oversight responsibilities 
relating to (i) the integrity of the Company’s financial statements, (ii) the Company’s compliance with legal and 
regulatory requirements, (iii) the qualifications, independence and performance of the Company’s independent 
auditors and (iv) the performance of the Company’s internal audit function. The current members of the Audit 
Committee are Ms. James (Chair) and Messrs. Loomis, Tessler and Zimmerman. The Board has determined that 
each of the Audit Committee members meets the independence, expertise and experience standards established 
by the NYSE and the Securities and Exchange Commission (the “Commission’”) for service on the Audit 
Committee of the Company’s Board of Directors and for designation as an “audit committee financial expert” 
within the meaning of the regulations promulgated by the Commission. 


The Report of the Audit Committee can be found on page 49 of this proxy statement. The Audit Committee 
held 12 meetings in fiscal year 2008. 


Compensation Committee. 


The Compensation Committee of the Board (i) oversees the Company’s compensation and benefits 
philosophy and policies generally, (ii) evaluates the Chief Executive Officer’s (the “CEO”) performance and 
oversees and sets compensation for the CEO, (iii) oversees the evaluation process and compensation structure for 
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other members of the Company’s senior management and (iv) fulfills the other responsibilities set forth in its 
charter. During fiscal year 2008 the members of the Compensation Committee were Dr. Heskett (Chair) and 
Messrs. Miro and Swartz. All such individuals continue to serve on such Committee. In March 2009, the Board 
also appointed Dr. Kollat to the Compensation Committee. The Board has determined that each of the 
Compensation Committee members is “independent” in accordance with applicable NYSE standards. 


The Report of the Compensation Committee can be found on page 45 of this proxy statement. The 
Compensation Committee held 9 meetings in fiscal year 2008. 


Executive Committee. 


The Executive Committee of the Board may exercise, to the fullest extent permitted by law, all of the 
powers and authority granted to the Board. Among other things, the Executive Committee may declare 
dividends, authorize the issuance of stock and authorize the seal of Limited Brands to be affixed to papers that 
require it. The current members of the Executive Committee are Messrs. Wexner (Chair) and Tessler. 


Finance Committee. 


The Finance Committee of the Board periodically reviews our financial position and financial arrangements 
with banks and other financial institutions. The Finance Committee also makes recommendations on financial 
matters that it believes are necessary, advisable or appropriate. The current members of the Finance Committee 
are Messrs. Tessler (Chair) and Hersch, Dr. Kollat, Mr. Loomis, Mrs. Wexner and Mr. Zimmerman. 


The Finance Committee held 4 meetings in fiscal year 2008. 


Nominating & Governance Committee. 


The Nominating & Governance Committee of the Board identifies and recommends to the Board candidates 
who are qualified to serve on the Board and its committees. The Nominating & Governance Committee considers 
and reviews the qualifications of any individual nominated for election to the Board by stockholders. It also 
proposes a slate of candidates for election as directors at each annual meeting of stockholders. The Nominating & 
Governance Committee also develops and recommends to the Board, and reviews from time to time, a set of 
corporate governance principles for the Company and monitors compliance with those principles. The current 
members of the Nominating & Governance Committee are Mr. Tessler (Chair), Dr. Heskett, Ms. James and 
Mr. Miro. The Board has determined that each of the Nominating & Governance Committee members is 
“independent” in accordance with applicable NYSE standards. 


The Nominating & Governance Committee develops and recommends to the Board criteria and procedures 
for the selection and evaluation of new individuals to serve as directors and committee members. It also reviews 
and periodically makes recommendations to the Board regarding the composition, size, structure, practices, 
policies and activities of the Board and its committees. In making its assessment and in identifying and 
evaluating director nominees, the Nominating & Governance Committee takes into account the qualification of 
existing directors for continuing service or re-nomination which may be affected by, among other things, the 
quality of their contributions, their attendance records, changes in their primary employment or other business 
affiliations, the number of boards of publicly held companies on which they serve, or other competing demands 
on their time and attention. While the Board has not established any specific minimum qualifications for director 
nominees, as indicated in the Company’s corporate governance principles, the directors and any potential 
nominees should be individuals of diverse backgrounds who possess the integrity, judgment, skills, experience 
and other characteristics that are deemed necessary or desirable for the effective performance of the Board’s 
oversight function. 


The Nominating & Governance Committee does not have a formal policy on the consideration of director 
candidates recommended by stockholders. The Board believes that it is more appropriate to give the 
Nominating & Governance Committee flexibility in evaluating stockholder recommendations. In the event that a 
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director nominee is recommended by a stockholder, the Nominating & Governance Committee will give due 
consideration to the director nominee and will use the same criteria used for evaluating Board director nominees, 
in addition to considering the information relating to the director nominee provided by the stockholder. 


To date, the Company has not engaged third parties to identify or evaluate or assist in identifying potential 
director nominees, although the Company reserves the right in the future to retain a third-party search firm, if 
appropriate. 


The Nominating & Governance Committee held 4 meetings in fiscal year 2008. 


Meetings of the Company’s Non-Management Directors. 


The non-management directors of the Board meet in executive session in connection with each regularly 
scheduled Board meeting. The director who is the Chairman of the Nominating & Governance Committee serves 
as the chair of those meetings. 


Communications with the Board 


The Board provides a process for interested parties to send communications to the full Board, the non- 
management members of the Board and the members of the Audit Committee. Any director may be contacted 
by writing to him or her c/o Limited Brands, Inc., Three Limited Parkway, Columbus, Ohio 43230 or emailing at 
boardofdirectors@limitedbrands.com. Any stockholder wishing to contact non-management directors or 
Audit Committee members may send an email to nonmanagementdirectors@limitedbrands.com or 
auditcommittee @ limitedbrands.com, respectively. Communications that are not related to a director’s duties and 
responsibilities as a Board member, an independent director or an Audit Committee member may be excluded by 
the Office of the General Counsel, including, without limitation, solicitations and advertisements; junk mail; 
product-related communications; job referral materials such as resumes; surveys; and any other material that is 
determined to be illegal or otherwise inappropriate. The directors to whom such information is addressed are 
informed that the information has been removed and that it will be made available to such directors upon request. 


Attendance at Annual Meetings 


The Company does not have a formal policy regarding attendance by members of the Board of Directors at 
the Company’s annual meeting of stockholders. However, it encourages directors to attend and historically more 
than a majority have done so. All of the then current Board members attended the 2008 annual meeting. Each 
director is expected to dedicate sufficient time, energy and attention to ensure the diligent performance of his or 
her duties, including by attending meetings of the stockholders of the Company, the Board and the committees of 
which he or she is a member. 


Code of Conduct and Related Person Transaction Policy 


The Company has a code of conduct which is applicable to all employees of the Company, including the 
Company’s CEO, Chief Operating Officer, Chief Administrative Officer and Chief Financial Officer, and to 
members of the Board of Directors. Any amendments to the code or any waivers from any provisions of the code 
granted to executive officers or directors will be promptly disclosed to stockholders through posting on the 
Company’s website at http://www.limitedbrands.com. 


The Board has adopted Limited Brands’ Related Person Transaction Policy (the “Related Person Policy”). 
Under the Related Person Policy, subject to certain exceptions, directors and executive officers of the Company 
are required to notify the Company of the existence or potential existence of any financial or commercial 
transaction, agreement or relationship involving the Company in which a director or executive officer or his or 
her immediate family members has a direct or indirect material interest. Each such transaction must be approved 
by the Board or a committee consisting solely of independent directors after consideration of all material facts 
and circumstances. 


Copies of the Company’s Code of Conduct, Corporate Governance Principles, Related Person Transaction 
Policy and Committee Charters 


The Company’s code of conduct, corporate governance principles, Related Person Policy, as well as the 
charters of the Audit Committee, Compensation Committee and Nominating & Governance Committee of the 
Board of Directors, are available on the Company’s website at http:/Avww.limitedbrands.com. Stockholders may 
also request a copy of any such document from: Limited Brands, Inc., Attention: Investor Relations, Three 
Limited Parkway, Columbus, Ohio 43230. 


RATIFICATION OF THE APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC 
ACCOUNTANTS 


The Audit Committee has appointed Ernst & Young LLP to serve as the Company’s independent registered 
public accountants for the fiscal year ending January 30, 2010. We are asking you to ratify this appointment, 
although your ratification is not required. A representative of Ernst & Young LLP will be present at the meeting, 
will have the opportunity to make a statement and will be available to respond to appropriate questions. 


Additional information concerning the Company’s engagement of Ernst & Young LLP is included on 
page 50. 


The Board of Directors Recommends a Vote FOR the Ratification of The Appointment of Ernst & 
Young LLP as the Company’s Independent Registered Public Accountants. 
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PROPOSED 2009 RESTATEMENT OF THE 1993 STOCK OPTION AND PERFORMANCE 
INCENTIVE PLAN 


Subject to stockholder approval, Limited Brands’ Board of Directors has adopted the 2009 Restatement of 
the 1993 Stock Option and Performance Incentive Plan (the “2009 Plan’). The 2009 Plan is being submitted to 
stockholders for (i) approval of the performance goals and individual grant limits as provided herein in order to 
comply with certain provisions of 162(m) of the Internal Revenue Code of 1986, as amended (the “Code’’), and 
(ii) the issuance of an additional 2,000,000 shares of Common Stock over its predecessor plan. The 2009 Plan 
will expire on May 28, 2014. The 2009 Plan has also been revised to expand the eligibility provisions so as to 
provide for the grants to associates, consultants or other advisors or individuals who provide services to the 
Company and its subsidiaries or affiliates or to any joint venture in which the Company holds, directly or 
indirectly, at least a 40% interest. The following summary of the material terms of the 2009 Plan, a copy of 
which is attached hereto as Appendix A, does not purport to be complete and is qualified in its entirety by the 
terms of the 2009 Plan. In the event that the 2009 Plan is not approved by our stockholders, awards will continue 
to be made under the 2008 Restatement of the 1993 Stock Option and Performance Incentive Plan (the “2008 
Plan’). 


The Board of Directors recommends that you vote FOR approval of the 2009 Plan. 


Purpose of the 2009 Plan 


The purpose of the 2009 Plan is to attract and retain the best available executive and key management 
associates, consultants and other advisors for Limited Brands and its subsidiaries and to encourage the highest 
level of performance by such associates, consultants and other advisors, thereby enhancing the value of Limited 
Brands for the benefit of its stockholders: The 2009 Plan is also intended to motivate executive and key 
management associates and consultants and other advisors to contribute to Limited Brands’ future growth and 
profitability and to reward their performance in a manner that provides them with a means to increase their 
holdings of the Common Stock of Limited Brands and aligns their interest with the interests of the stockholders 
of Limited Brands. 


Administration of the 2009 Plan 


The 2009 Plan will be administered by the Compensation Committee of Limited Brands’ Board of 
Directors, the Compensation Committee. The Compensation Committee will be composed of directors who 
qualify as “non-employee directors” within the meaning of the Securities and Exchange Act of 1934, as amended 
(the “Exchange Act’), and as “outside directors” within the meaning of Section 162(m) of the Code. The 
Compensation Committee has the power in its discretion to grant awards under the 2009 Plan, to determine the 
terms thereof, to interpret the provisions of the 2009 Plan and to take action as it deems necessary or advisable 
for the administration of the 2009 Plan. 


Number of Authorized Shares 


The 2009 Plan provides for awards with respect to a maximum of 18,996,252 shares of Common Stock to 
associates of Limited Brands and its subsidiaries (composed of 2,000,000 shares for which stockholder approval 
is being requested, which constitutes 0.6% of Limited Brands’ outstanding 320,951,608 shares of Common Stock 
as of January 31, 2009, plus 16,996,252 previously authorized and unissued shares under the 2008 Plan as of 
January 31, 2009), plus shares of Common Stock issuable upon the exercise of Substitute Awards. 
Corresponding Tax Offset Payments (as hereinafter defined) also may be awarded at the discretion of the 
Compensation Committee. The number and class of shares available under the 2009 Plan and/or subject to 
outstanding awards may be adjusted by the Compensation Committee to prevent dilution or enlargement of rights 
in the event of various changes in the capitalization of Limited Brands. “Substitute Awards” are awards granted 
in assumption of or in substitution for any outstanding awards granted by a company acquired by Limited Brands 
or with which Limited Brands combines. Shares of Common Stock, other than under Substitute Awards, 
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attributable to: (i) unexercised Options (as hereinafter defined) which expire or are terminated, surrendered or 
cancelled (other than in connection with the exercise of stock appreciation rights (“SARs”’)); (ii) shares of 
Common Stock of Limited Brands subject to certain restrictions (“Restricted Shares”) which are forfeited to 
Limited Brands, including shares relating to Restricted Share Units; (iii) units representing shares of Common 
Stock (“Performance Shares”) and units which do not represent shares of Common Stock but which may be paid 
in Common Stock (“Performance Units”) which are not earned and paid; and (iv) awards settled in cash in lieu of 
shares of Common Stock, may be available for subsequent award under the 2009 Plan at the Compensation 
Committee’s discretion to the extent permissible under Rule 16b-3 of the Exchange Act. No more than 
12,379,939 shares of Common Stock may be issued other than pursuant to awards of Options or SARs under the 
2009 Plan. 


Eligibility and Participation 


Eligibility to participate in the 2009 Plan is limited to associates, consultants or other advisors or individuals 
who provide services to (i) the Company or any of its subsidiaries or affiliates, or (ii) any joint venture in which 
the Company or any of its subsidiaries or affiliates hold at least a 40% interest, and who, in each case, are 
selected to participate in the 2009 Plan by the Compensation Committee. Currently, approximately 5,000 
associates of Limited Brands and its subsidiaries are within the classes eligible to participate in the 2009 Plan. 
Limited Brands anticipates that approximately 25% of those eligible will participate in the 2009 Plan. 
Participation in the 2009 Plan is at the discretion of the Compensation Committee and shall be based upon the 
person’s present and potential contributions to the success of Limited Brands and its subsidiaries and such other 
factors as the Compensation Committee deems relevant. No participant may be granted in any calendar year, 
awards covering more than 2,000,000 shares of Common Stock. 


Type of Awards Under the 2009 Plan 


The 2009 Plan provides that the Compensation Committee may grant awards to eligible participants in any 
of the following forms, subject to such terms, conditions and provisions as the Compensation Committee may 
determine to be necessary or desirable: (i) incentive stock options (“ISOs”), (41) nonstatutory stock options 
(“NSOs”), (iii) SARs, (iv) Restricted Shares, which may be granted in the form of Restricted Share Units, 
(v) Performance Shares, (vi) Performance Units, (vii) shares of unrestricted Common Stock (“Unrestricted 
Shares”) and (viii) tax offset payments (“Tax Offset Payments’’). 


Grant of Options and SARs 


The Compensation Committee may award ISOs and/or NSOs (collectively, “Options”) to eligible 
participants. ISOs may be awarded only to eligible associates. SARs may be awarded either in tandem with 
Options (“Tandem SARs”’) or on a stand-alone basis (“Nontandem SARs’). Tandem SARs may be awarded by 
the Compensation Committee either at the time the related Option is granted or thereafter at any time prior to the 
exercise, termination or expiration of the related Option. 


Exercise Price 


The exercise price with respect to an Option is determined by the Compensation Committee at the time of 
grant. The exercise price determined with respect to an Option shall also be applicable in connection with the 
exercise of any Tandem SAR granted with respect to such Option. At the time of grant of a Nontandem SAR, the 
Compensation Committee will specify the base price of the shares of Common Stock to be issued for 
determining the amount of cash or number of shares of Common Stock to be distributed upon the exercise of 
such Nontandem SAR. Except with respect to Substitute Awards, neither the exercise price per share of Common 
Stock nor the base price of Nontandem SARs will be less than 100% of the fair market value per share of the 
Common Stock underlying the award on the date of grant. Information as to awards granted under the 2008 Plan 
to named executives, officers and other participants in respect of the 2008 fiscal year is set forth elsewhere in this 
proxy statement. 
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Vesting 


The Compensation Committee may determine at the time of grant and any time thereafter, the terms under 
which Options and SARs shall vest and become exercisable. 


Special Limitations on ISOs 


No ISO may be granted to an associate who owns, at the time of the grant, stock representing more than 
10% of the total combined voting power of all classes of stock of Limited Brands (a “10% Stockholder’), unless 
the exercise price per share of Common Stock for the shares subject to such ISO is at least 110% of the fair 
market value per share of Common Stock on the date of grant and such ISO award is not exercisable more than 
five years after its date of grant. In addition, the total fair market value of shares of Common Stock subject to 
ISOs which are exercisable for the first time by an eligible associate in a given calendar year shall not exceed 
$100,000, valued as of the date of the ISOs’ grant. ISOs may not be granted more than ten years after the date of 
adoption of the Plan by the Board. 


Exercise of Options and SARs 


An Option may be exercised by written notice to the Compensation Committee stating the number of shares 
of Common Stock with respect to which the Option is being exercised, and tendering payment therefor. The 
Compensation Committee may, at its discretion, accept shares of Common Stock as payment (valued at their fair 
market value on the date of exercise). 


Tandem SARs are exercisable only to the extent that the related Option is exercisable and only for the 
period determined by the Compensation Committee (which period may expire prior to the expiration date of the 
related Option). Upon the exercise of all or a portion of Tandem SARs, the related Option shall be cancelled with 
respect to an equal number of shares of Common Stock. Similarly, upon exercise of all or a portion of an Option, 
the related Tandem SARs shall be cancelled with respect to an equal number of shares of Common Stock. 
Nontandem SARs shall be exercisable for the period determined by the Compensation Committee. 


Surrender or Exchange of SARs 


Upon the surrender of a Tandem SAR and cancellation of the related unexercised Option, the participant 
will be entitled to receive shares of Common Stock having an aggregate fair market value equal to (A) the excess 
of (i) the fair market value of one share of Common Stock as of the date the Tandem SAR is exercised over 
(ii) the exercise price per share specified in such Option, multiplied by (B) the number of shares of Common 
Stock subject to the Option, or portion thereof, which is surrendered. Upon surrender of a Nontandem SAR, the 
associate will be entitled to receive shares of Common Stock having an aggregate fair market value equal to (A) 
the excess of (i) the fair market value of one share of Common Stock as of the date on which the Nontandem 
SAR is exercised over (ii) the base price of the shares covered by the Nontandem SAR multiplied by (B) the 
number of shares of Common Stock covered by the Nontandem SAR, or the portion thereof being exercised. The 
Compensation Committee, in its discretion, may cause all or any portion of Limited Brands’ obligation to a 
participant in respect of the exercise of a SAR to be satisfied in cash in lieu of Common Stock. Any fractional 
shares resulting from the exercise of a SAR will be paid in cash. 


Nontransferability of Options and SARs 


Options and SARs may not be transferred, assigned, pledged or hypothecated except by will or applicable 
laws of descent and distribution. 


Expiration of Options 


Options will expire at such time as the Compensation Committee determines; provided, however, that no 
Option may be exercised more than ten years from the date of grant, unless an ISO is held by a 10% Stockholder, 
in which case such ISO may not be exercised more than five years from the date of grant. 
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Expiration of SARs 


SARs will expire at such time as the Compensation Committee determines; provided, however, that no SAR 
may be exercised more than ten years from the date of grant. 


Termination of Options and SARs 


Except as the Compensation Committee may at any time provide, Options and SARs may be exercised 
within one year (30 days if termination of employment is for cause, as defined in the 2009 Plan) after the 
termination of a participant’s employment (other than by death or total disability), to the extent then exercisable, 
but in no case later than the term specified in the grant. Except as the Compensation Committee may at any time 
provide, upon the death of a participant while employed by Limited Brands or its subsidiaries, Options and 
SARs, to the extent then exercisable, shall remain exercisable for one year following such participant’s death. 
Except as the Compensation Committee may at any time provide, in the event that a participant to whom an 
Option or SAR has been granted under the 2009 Plan shall become totally disabled, such Option or SAR may be 
exercised at any time within three (3) months after the participant’s employment is terminated as a result of such 
total disability. 


Restricted Shares 


Restricted Shares granted to participants under the 2009 Plan may not be sold, transferred, pledged or 
otherwise encumbered or disposed of during the restricted period established by the Compensation Committee. 
The Compensation Committee may also impose additional restrictions on a participant’s right to dispose of or to 
encumber Restricted Shares, which may include satisfaction of performance objectives. Performance objectives 
under the 2009 Plan will be determined by the Compensation Committee and will be based on any one or more 
of the following: price of Company Common Stock or the stock of any affiliate, stockholder return, return on 
equity, return on investment, return on capital, sales productivity, comparable store sales growth, economic 
profit, economic value added, net income, operating income, gross margin, sales, free cash flow, earnings per 
share, operating company contribution or market share. These factors shall have a minimum performance 
standard below which no payments will be made, and a maximum performance standard at or above which no 
incremental payments will be made. These performance goals may be based on an analysis of historical 
performance and growth expectations for the business, financial results of other comparable businesses, and 
progress towards achieving the long-range strategic plan for the business. These performance goals and 
determination of results shall be based entirely on financial measures. The Compensation Committee may not use 
any discretion to modify award results except as permitted under Section 162(m) of the Code. 


Except as the Compensation Committee may at any time provide, holders of Restricted Shares may not 
exercise the rights of a stockholder, such as the right to vote the shares or receive dividends and other 
distributions, prior to the vesting of the shares. 


Upon the death of a participant, the restrictions applicable to Restricted Shares held by such participant will 
lapse. Except as the Compensation Committee may at any time provide, upon termination of the participant’s 
employment with Limited Brands, Restricted Shares granted to such participant shall be forfeited. 


Restricted Share Units 


The Compensation Committee may permit a participant who has been designated to receive a Restricted 
Share award to elect to receive such Restricted Share award in the form of Restricted Share Units. A “Restricted 
Share Unit” represents the right to receive a share of Common Stock in the future, provided that the restrictions 
and conditions designated by the Compensation Committee at the time of grant are satisfied. Such Restricted 
Share Unit award shall be subject to the same restrictions, conditions and forfeiture provisions as the Restricted 
Share award that it replaces. Except as determined otherwise by the Compensation Committee, during the 
Restricted Period with respect to such Restricted Share Units, participants shall not have the right to receive any 
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dividends with respect to such Restricted Share Units. After the end of the Restricted Period and prior to the time 
that shares of Common Stock are transferred to the participant, the participant shall be credited with “dividend 
equivalents” with respect to each outstanding Restricted Share Unit in an amount equal to the amount the 
participant would have received as dividends if the Restricted Share Units were actual shares of Common Stock. 
Such dividend equivalents will be converted into additional Restricted Share Units based on the value of the 
Common Stock on the dividend payment date, in accordance with the procedures established by the 
Compensation Committee. 


Performance Shares and Performance Units 


The Compensation Committee may award to participants Performance Shares, each equivalent to one share 
of Common Stock, and Performance Units which will have a specified value or formula-based value at the end of 
a performance period. Performance Shares and Performance Units so awarded will be credited to an account 
established and maintained for the participant. The Compensation Committee will determine performance 
periods and performance objectives in connection with each grant of Performance Shares and Performance Units. 


Vesting of awards of Performance Shares and Performance Units will occur upon achievement of the 
applicable objectives within the applicable performance period. The Compensation Committee may, at its 
discretion, permit vesting in the event performance objectives are partially met, or grant additional vested 
Performance Shares or Performance Units in the event performance objectives are surpassed. Payment of vested 
Performance Shares and Performance Units may be made in cash, Common Stock or any combination thereof, as 
determined by the Compensation Committee. 


No voting or dividend rights attach to the Performance Shares; however, the Compensation Committee may 
credit a participant’s Performance Share account with additional Performance Shares equivalent to the fair 
market value of any dividends on an equivalent number of shares of Common Stock. 


Unrestricted Shares 


Unrestricted Shares may also be granted at the discretion of the Compensation Committee. Except as 
required by applicable law, no payment will be required for Unrestricted Shares. 


Tax Withholding and Tax Offset Payments 


The Compensation Committee may require payment, or withhold payments made under the 2009 Plan, in 
order to satisfy applicable withholding tax requirements. The Compensation Committee may make Tax Offset 
Payments to assist participants in paying income taxes incurred as a result of their participation in the 2009 Plan. 
The amount of the Tax Offset Payments shall be determined by multiplying a percentage (established by the 
Compensation Committee) by all or a portion of the taxable income recognized by the participant upon: (i) the 
exercise of an NSO or a SAR, (ii) the disposition of shares received upon exercise of an ISO, (iii) the lapse of 
restrictions on Restricted Shares, (iv) the award of Unrestricted Shares or (v) payments for Performance Shares 
or Performance Units. 


Effect of Change in Control 


Immediately upon a change in control of Limited Brands, (i) Options and SARs granted to any participant 
which are not yet exercisable shall become fully exercisable and (ii) any restrictions applicable to any Restricted 
Shares and Restricted Share Units awarded to such participant shall be deemed to have been satisfied and the 
Restricted Period, if any, applicable to such Restricted Shares and Restricted Share Units held by such participant 
shall be deemed to have expired. 
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Term of 2009 Plan 


Unless earlier terminated by Limited Brands’ Board of Directors, the 2009 Plan will terminate on May 28, 
2014. 


Amendment and Termination 


Limited Brands’ Board of Directors may suspend, amend, modify or terminate the 2009 Plan; provided, 
however, that Limited Brands’ stockholders shall be required to approve any amendment that would constitute a 
“material revision” under applicable NYSE rules. Other than in connection with a corporate transaction involving 
the Company, the terms of outstanding awards may not be amended to reduce the exercise price of Options or 
SARs or cancel Options or SARs in exchange for cash, other awards or Options or SARs with an exercise prices 
less than the original Option or SAR without stockholder approval. 


Awards granted prior to a termination of the 2009 Plan shall continue in accordance with their terms 
following such termination. No amendment, suspension or termination of the 2009 Plan shall adversely affect the 


rights of a participant in awards previously granted without such participant’s consent. 


Set forth below is a summary of the awards that were made in respect of fiscal 2008 pursuant to the 
predecessor to the 2009 Plan. 


2008 Awards under the 2008 Plan Table 


Number of 
Name and Position Units 

Leslie H. Wexner, Chairman of the Board and CEO .......... 0.0.00... cee eee eee 168,772(1) 
83,508(2) 
Sharen J. Turney, Executive Vice President, CEO/President, Victoria’s Secret ......... 57,237(1) 
1,066,622(2) 
Martyn R. Redgrave, Executive Vice President, Chief Administrative Officer .......... 68,421(1) 
187,976(2) 
Diane L. Neal, Executive Vice President, CEO, Bath & Body Works ................. 40,658(1) 
145,244(2) 
Stuart B. Burgdoerfer, Executive Vice President, Chief Financial Officer ............. 31,798(1) 
101,585(2) 
All Executive Officers asa Group ...... 0... cece ect eee tenes 394,298(1) 
1,671,598(2) 
All Current Directors Who are Not Executive Officers asa Group ...............2-5- - (1) 
: (2) 
All Associates Other than Executive Officers asa Group ......... 0.0 c eee eee eee eee 1,671,249(1) 


2,695,190(2) 


(1) Consists of options granted to purchase shares of Common Stock. On January 30, 2009, the closing price 
per share of Common Stock was $7.92. 


(2) Consists of restricted shares of Common Stock relating to shares of Common Stock which will generally 
vest, in each case, over a period of time subject to the holder’s continued employment with Limited Brands. 
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Federal Income Tax Consequences 
Stock Options. 


There will be no federal income tax consequences to the participant or Limited Brands upon the grant of 
either an ISO or an NSO under the 2009 Plan. Upon exercise of an NSO, a participant generally will recognize 
ordinary income in an amount equal to (i) the fair market value, on the date of exercise, of the acquired shares of 
Common Stock; less (ii) the exercise price of the NSO. Subject to Section 162(m) of the Code and the participant 
including such compensation in income or Limited Brands satisfying applicable reporting requirements, Limited 
Brands will be entitled to a tax deduction in the same amount. 


Upon the exercise of an ISO, an associate recognizes no immediate taxable income. Income recognition is 
deferred until the associate sells the shares of Common Stock. If the ISO is exercised no later than three months 
after the termination of the associate’s employment, and the associate does not dispose of the shares acquired 
pursuant to the exercise of the ISO within two years from the date the ISO was granted and within one year after 
the exercise of the ISO, the gain on the sale will be treated as long-term capital gain. Certain of these holding 
periods and employment requirements are liberalized in the event of an associate’s death or disability while 
employed by Limited Brands. The Company is not entitled to any tax deduction with respect to the grant or 
exercise of ISOs, except that if the Common Stock is not held for the full term of the holding period outlined 
above, the gain on the sale of such Common Stock, being the lesser of: (i) the fair market value of the Common 
Stock on the date of exercise minus the option price or (ii) the amount realized on disposition minus the exercise 
price, will be taxed to the associate as ordinary income and, subject to Section 162(m) of the Code and the 
associate including such compensation in income and Limited Brands satisfying applicable reporting 
requirements, Limited Brands will be entitled to a deduction in the same amount. The excess of the fair market 
value of the Common Stock acquired upon exercise of an ISO over the exercise price therefor constitutes a tax 
preference item for purposes of computing the “alternative minimum tax” under the Code. 


Stock Appreciation Rights. 


There will be no federal income tax consequences to either the participant or Limited Brands upon the grant 
of a SAR. However, the participant generally will recognize ordinary income upon the exercise of a SAR in an 
amount equal to the aggregate amount of cash and the fair market value of the shares of Common Stock received 
upon exercise. Subject to Section 162(m) of the Code and the participant including such compensation in income 
and Limited Brands satisfying applicable reporting requirements, Limited Brands will be entitled to a deduction 
equal to the amount includible in the participant’s income. 


Restricted Shares. 


There will be no federal income tax consequences to either the participant or Limited Brands upon the grant 
of Restricted Shares until expiration of the restricted period and the satisfaction of any other conditions 
applicable to the Restricted Shares. At that time, the participant generally will recognize taxable income equal to 
the then fair market value for the Common Stock and, subject to Section 162(m) of the Code and the participant 
including such compensation in income and Limited Brands satisfying applicable reporting requirements, 
Limited Brands will be entitled to a corresponding deduction. 


Performance Shares, Performance Units and Restricted Share Units. 


There will be no federal income tax consequences to the participant or Limited Brands upon the grant of 
Performance Shares, Performance Units or Restricted Share Units. Participants generally will recognize taxable 
income at the time when payment for the Performance Shares, Performance Units or Restricted Share Units is 
received in an amount equal to the aggregate amount of cash and the fair market value of shares of Common 
Stock acquired. Subject to Section 162(m) of the Code and the participant including such compensation in 
income and Limited Brands satisfying applicable reporting requirements, Limited Brands will be entitled to a 
deduction equal to the amount includible in the participant’s income. 
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Unrestricted Shares. 


Participants generally will recognize taxable income at the time Unrestricted Shares are received. Subject to 
Section 162(m) of the Code and the participant including such compensation in income and Limited Brands 
satisfying applicable reporting requirements, Limited Brands will be entitled to a deduction equal to the amount 
includible in the participant’s income. 


Special rules may apply to participants who are subject to Section 16 of the Exchange Act. 
Required Vote 


See “Information About the Annual Meeting and Voting—Vote Necessary to Approve Proposals” for a 
discussion of the votes required to adopt the 2009 Plan. 
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PROPOSAL TO AMEND OUR CERTIFICATE OF INCORPORATION TO PROVIDE 
FOR THE ANNUAL ELECTION OF DIRECTORS 


Proposed Amendment 


The Board of Directors is submitting for consideration by stockholders an amendment to the Company’s 
Certificate of Incorporation (the “Charter”) to provide for the phased elimination of the Company’s classified 
board structure (the “Amendment”). 


The Company’s current Charter divides the Board of Directors into three classes that are elected for 
staggered, three-year terms. If the proposed Amendment is adopted, the directors standing for election at the 
2010 annual meeting (currently expected to be Mr. Hersch, Dr. Kollat and Messrs Loomis and Wexner) will 
stand for election for a one-year term expiring at the 2011 annual meeting, and they and their successors would 
stand for one-year terms thereafter. The Board’s other directors (who would not stand for election at the 2010 
annual meeting) will continue to hold office until the end of the terms for which they were elected, and they and 
their successors will stand for one-year terms thereafter. 


Accordingly, directors elected at this year’s annual meeting will serve for a three-year term expiring at the 
annual meeting in 2012, and directors currently serving terms that end at the annual meeting in 2010 and 2011 
will continue to serve for such terms. If the Amendment is approved, all directors will be elected on an annual 
basis commencing at the 2012 annual meeting. In all cases, each director will hold office until his or her 
successor has been elected and qualified or until the director’s earlier resignation or removal, and vacancies that 
occur during the year will be filled by the Board to serve until the next annual meeting. 


The text of the proposed Amendment, which would replace Article 6, Section 1 and Article 10 of the 
Company’s Charter in their entirety, is attached as Appendix B to this proxy statement. 


Background of Proposal 


The question of board structure—annual election versus a classified board—has been the focus of considerable 
attention over the past several years. The same period has witnessed a range of other related developments: increased 
use of mechanical stockholder voting standards; increased influence of large investors focused on short-term 
performance, sometimes at the expense of long-term objectives; and heightened concern about boardroom collegiality. 


The Board has evaluated these and other developments carefully on numerous occasions with a focus on 
ensuring that the Company’s board structure is appropriate in light of general developments and the Company’s 
particular circumstances. The Board believes that a classified board structure has been and remains in the best 
interests of the Company and our stockholders. The Board believes that the recent extreme economic downturn 
and precipitous fall in the stock market are particularly relevant considerations. 


At the 2007 annual meeting, a stockholder proposal to declassify the Company’s board received majority 
support. In light of this vote and a recognition that there are different perspectives on this issue, our Board 
determined that it was advisable, and in the best interest of stockholders, to submit the proposed Amendment to 
stockholders for vote. 


Required Vote 


For the Amendment to become effective, this proposal must receive the affirmative vote of at least 75% of 
the outstanding shares entitled to vote at the meeting. If the proposal is approved by the required stockholder 
vote, the Board will take the necessary steps to amend the Company’s Charter as set forth in Appendix B. If the 
Amendment does not receive this level of stockholder approval, the Amendment will not be implemented and the 
Company’s current classified board structure will continue. 


The Board makes no recommendation either “FOR” or “AGAINST” the proposal to adopt the 
proposed Amendment and encourages all stockholders to vote as they believe appropriate. 
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COMPENSATION-RELATED MATTERS 


Compensation Discussion and Analysis 


Executive Summary—The Purpose of Our Executive Compensation Program 


The Limited Brands’ executive compensation program is designed to ensure that the interests of executive 
officers are closely aligned with those of stockholders. We believe that our program is effective in allowing us to 
attract, motivate and retain highly qualified senior talent who can successfully deliver outstanding business 
performance. 


We target total compensation for executive officers between the 50" and 75" percentile of the competitive 
market and believe that this practice allows us to attract and retain executive officers and to provide rewards that 
are competitive based on the market value for skills needed by our executive officers. In addition, we believe that 
this practice is appropriate in light of the high level of commitment, job demands and the expected performance 
contribution required from each of our executive officers in our extremely competitive marketplace. 


During 2008, the Compensation Committee took certain additional actions to motivate and retain executives 
considering the downturn in the economic environment, little or no payout of incentive plan compensation during 
2007 and little or no retentive value of unvested equity awards. These actions included the grant of performance- 
based restricted stock grants to top performing senior executives and the establishment of short-term 
performance-based incentive compensation targets that appropriately considered the economic environment. We 
continue to believe that pay realized by executive officers should be very closely aligned with performance that 
benefits our stockholders. We further believe that our current management team is the right one to lead the 
Company through challenging and uncertain economic times and it is in the best interest of the Company and 
stockholders to ensure the retention and motivation of these executives. 


The following Compensation Discussion and Analysis outlines additional details regarding the Company’s 
executive compensation program and policies. The Compensation Committee has provided oversight to the 
design and administration of the Company’s program and policies, participated in the preparation of the 
Compensation Discussion and Analysis and recommended to the Board that the Compensation Discussion and 
Analysis be included in this proxy statement. 


Compensation Governance 


Limited Brands’ executive compensation program is overseen by the Compensation Committee of the Board 
of Directors. Compensation Committee members are appointed by our Board and meet the independence and 
other requirements of the NYSE and other applicable laws and regulations. Compensation Committee members 
are selected based on their knowledge and experience in compensation matters from their professional roles and 
their roles on other boards. 


As part of its self-evaluation process, the Compensation Committee considers best practices and compliance 
with the highest governance standards. In the last year, the Compensation Committee worked to enhance 
communication between the Committee and the Board and to maximize the effectiveness of the role of the 
Committee. The role of the Compensation Committee and information about its meetings are set forth on pages 6 
and 7 of this proxy statement. 


The Compensation Committee’s charter is available on the Company’s website at 
http://www.limitedbrands.com. 
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Compensation Consultant 


As permitted by the Compensation Committee charter, the Compensation Committee has retained Watson 
Wyatt as its independent executive compensation consultant to assist in the Committee’s evaluation of CEO and 
executive officer compensation levels, severance arrangements and program design. The Compensation 
Committee, considering recommendations from management, determines the work to be performed by the 
consultant. The consultant works with management to gather data required in preparing analyses for Committee 
review. 


Specifically, the consultant provides the Compensation Committee with market trend information, data and 
recommendations to enable the Compensation Committee to make informed decisions and to stay abreast of 
changing market practices. In addition, Watson Wyatt provided analysis on the alignment of pay and 
performance and assisted in the process of preparing this disclosure. 


The Compensation Committee has the sole authority to retain and terminate any independent executive 
compensation consultant. In considering the advice provided by an executive compensation consultant, and 
whether to retain or continue the retention of an executive compensation consultant, the Committee requires that 
the Company regularly inform the Committee of all work provided or to be provided by the consulting firm and 
its affiliates to the Company in addition to the executive compensation services provided to the Compensation 
Committee. In addition, the Compensation Committee reviews all bills rendered by the compensation consulting 
firm to the Company for services provided to both the Company and the Compensation Committee. In addition to 
the services provided at the request of the Compensation Committee, management has retained a separate 
division of Watson Wyatt to perform process review and implementation assistance related to outsourcing the 
Company’s stock plan administration system, and pays quarterly software usage fees related to a call center 
tracking system. The fees paid by the Company in 2008 to Watson Wyatt for non-Compensation Committee 
work constitutes less than one-third of total fees paid to the firm and less than .005% of Watson Wyatt’s firm 
revenues. The Compensation Committee believes that the provision of this work by Watson Wyatt does not 
impair the independence and objectivity of advice provided to the Compensation Committee on executive 
compensation matters. 


Committee Delegation 


The Compensation Committee may delegate its authority to subcommittees or the Chair of the 
Compensation Committee when it deems appropriate and in the best interests of the Company. In accordance 
with its charter, the Compensation Committee has delegated to our Executive Vice President of Human 
Resources the authority to make grants of stock rights or options under and in accordance with the Company’s 
stock incentive plan with a value up to $250,000 to any associate that is not a Section 16 officer of the Company 
or an executive leadership team member. 


Company management, including the Executive Vice President of Human Resources and the Senior Vice 
President of Talent Management and Total Rewards, generally prepare the materials and attend Compensation 
Committee meetings, along with a representative from the Office of the General Counsel who records the 
minutes of the meeting, the Chief Administrative Officer and the Chief Financial Officer. This management team 
proposes compensation program design and recommends compensation levels and stock awards for executives. 
The CEO does not play a role in recommending his own compensation. The Compensation Committee makes the 
final determination regarding management’s proposals. The Compensation Committee periodically meets in 
executive session without management present. 
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Executive Compensation Philosophy 


The Compensation Committee believes that executive compensation programs should be built on a 
philosophy reflected in clearly articulated guiding principles. We have designed our executive compensation 
programs with the following guiding principles in mind: 


To Pay for Performance. 


We believe in paying for results. Accordingly, the primary goal of the compensation program is to link total 
executive compensation to performance that enhances stockholder value. Individuals in leadership roles are 
compensated based on a combination of total Company, brand and individual performance factors. Total 
Company and brand performance are evaluated primarily based on the degree by which pre-established financial 
targets are met. In 2007 and 2008, this philosophy resulted in short- and long-term incentive payments that were 
significantly below the targeted level. Additionally, our emphasis on equity compensation has resulted in 
declines in executive officer equity value consistent with the declines suffered by our stockholders. Individual 
performance is evaluated based upon several leadership factors, including: 


e Building brand identity; 
e Attaining specific merchandise and financial objectives; 
e Building and developing a strong leadership team; and 


e Developing an effective infrastructure to support future business growth and profitability. 


To Pay Competitively. 


We are committed to providing a total compensation program designed to attract superior leaders to the 
Company and to retain performers of the highest caliber. To achieve this goal, we annually compare our pay 
practices and overall pay levels with other leading retail organizations, and, where appropriate, with non-retail 
organizations when establishing our pay guidelines. 


To Pay Equitably. 


We believe that it is important to apply generally consistent guidelines for all executive officer 
compensation programs. In order to deliver equitable pay levels, the Compensation Committee considers depth 
and scope of accountability, complexity of responsibility, and executive officer performance, both individually 
and collectively as a team. 


To Encourage Ownership of Company Stock. 


We design compensation policies and practices to encourage ownership of Common Stock. Beginning in 
2005, the Compensation Committee approved stock ownership guidelines for our executive leadership team and 
all members of the Board of Directors. The guidelines set a minimum level of ownership value according to the 
position and responsibility ranging from three to five times annual base salary. 


According to these principles, Limited Brands has structured its total compensation for executive officers 
such that a smaller proportion is fixed compensation and a larger proportion is performance-contingent, aligned 
with brand and Common Stock performance. 


Executive Compensation Practices 


The Compensation Committee continually reviews our executive compensation to ensure it best reflects our 
compensation philosophy. The principal elements of our executive compensation are base salary, short-term 
performance-based cash incentive compensation and long-term equity-based incentive programs. 
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In determining the targeted compensation level for our executive officers, the Compensation Committee 
considers the recommendations of management (except with regard to Mr. Wexner) in light of the following: 


e Individual performance and future potential; 
. Market practice; and 


e Scope of the executive’s responsibilities and duties. 


Although there is no formal policy for a specific allocation between short-and long-term compensation, or 
between cash and non-cash compensation, the Compensation Committee has established a pay mix for executive 
officers that places greater emphasis on performance-based and equity compensation. The pay mix is designed to 
generally reflect market practice and to provide executive officers with attractive levels of current pay while 
encouraging officers to remain with our Company for the long-term. When setting the amount of compensation 
to be awarded in a given year, the Compensation Committee considers the relative proportion of total 
compensation delivered on a current and long-term basis and in the form of cash and equity prior to making 
changes to compensation levels. 


Long-term equity compensation in the form of restricted stock is generally performance-based and can be 
realized only if the executive officers achieve financial goals. Performance-based equity awards and stock 
options help to align the interests of our executive officers with those of our stockholders, ensuring that our 
executive officers realize similar gains and losses as our stockholders. Because they are tied to key performance 
measures, they also support our key brand and human capital strategies. Additionally, we believe that 
performance-based and time vested long-term compensation increases the likelihood that we will be able to 
retain top performers. 


Short-term performance-based incentive compensation is linked to the achievement of predetermined 
operating income goals and will be increased or decreased based on the performance of our Company over the 
measurement period. Actual compensation realized therefore may be more or less than the targeted compensation 
opportunity in any given year. 


The Compensation Committee believes that, in addition to short- and long-term compensation, it is 
important to provide our executive officers with competitive post-employment compensation. Post-employment 
compensation consists of two main types—qualified and non-qualified defined contribution retirement plan 
benefits and termination benefits. The Compensation Committee believes that retirement plan benefits and 
termination benefits are important components in a well-structured executive officer compensation package, and 
the Compensation Committee seeks to ensure that the combined package is competitive at the time the package is 
negotiated with the executive officer. As discussed below, as the founder of the Company, our CEO is not 
entitled to any termination benefits. Our retirement plans and certain termination benefits are described below on 
pages 27 and 28, respectively. In addition, tabular disclosure of certain termination benefits is set forth below 
under the heading “Retirement and Other Post-Employment Benefits.” 


We will retroactively adjust previously awarded bonuses or vested equity compensation in the event of a 
restatement of financial or other performance results in accordance with the relevant provisions of the Sarbanes- 
Oxley Act. 


The Compensation Committee reviewed all of the components of the named executive officers’ 
compensation for the years 2006, 2007 and 2008, including salary, short-term incentive compensation, realized 
and unrealized gains on stock options and restricted stock, the cost to the Company of all perquisites, payout 
obligations under the Company’s non-qualified deferred compensation plan and supplemental executive 
retirement plan and potential payouts under several potential severance and change-in-control scenarios. Tally 
sheets including all of the above components were reviewed by the Compensation Committee to determine the 
reasonableness of the compensation of the named executive officers. The Compensation Committee concluded 
that compensation levels are reasonable and in the best interests of Limited Brands and its stockholders. The 
Compensation Committee will continue to review tally sheets at least annually. 
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Market practice consideration consists of a comparison of the target and actual compensation for our named 
executive officers to publicly available data on base salary, bonus and long-term incentive compensation for 
executives from a peer group consisting of 20 national and regional specialty and department store retail 
organizations to benchmark the appropriateness and competitiveness of their compensation. In 2008, with the 
assistance of Watson Wyatt, this list of peer companies was changed to appropriately reflect our current business, 
including the divestiture of our apparel brands in 2007. The peer group companies were chosen because of their 
general similarity to Limited Brands in total revenue, business and merchandise focus, geographic location and/ 
or their frequent competition with the Company for executive talent. The changes in 2008 included the addition 
of Avon, DSW, Estee Lauder and Tween Brands and the removal of Best Buy, Chico’s, Men’s Wearhouse and 
Talbots. For the 2008 fiscal year, the comparison companies were: 


Abercrombie & Fitch DSW Nordstrom 
American Eagle Outfitters Estee Lauder Polo Ralph Lauren 
Ann Taylor Gap Target 

Avon JCPenney TJX Companies 
Bed Bath & Beyond Kohl’s Tween Brands 

Liz Claiborne Macy’s Williams-Sonoma 
Coach Nike 


This peer group is comprised of a subset of companies in the S&P 500 Retail Composite Index represented 
in the 5 Year Cumulative Total Return Graph included in our Annual Report on Form 10-K for the 2008 fiscal 
year. 


For 2008, total direct compensation at target, including base salary, performance-based incentive 
compensation and equity-based incentives, was strategically positioned above the median of the companies 
against which we benchmark our compensation. Actual performance results for 2008 were below targeted levels 
and as a result, actual compensation was below targeted levels. 


Based on a comparison of total compensation realized during 2007 and 2008 and the performance of the 
Company compared to our peer group, the Compensation Committee believes that total pay realized by the 
named executive officers is aligned with performance and is reasonable based on total returns delivered to our 
stockholders. 


While the Compensation Committee has not established a formal policy regarding the evaluation of the total 
compensation of the CEO relative to the other executive officers, it does evaluate compensation levels to ensure 
fairness based on individual performance and the size, importance and complexity of each executive officer’s 
position. 


Base Salary. 


The Compensation Committee annually reviews and approves the base salary of each executive officer. In 
determining base salary adjustments, the Compensation Committee considers the size and responsibility of the 
individual’s position, total Company and brand performance, the officer’s overall performance and future 
potential and the level of overall compensation paid by competitors for comparable positions. Individual 
performance is measured against the following factors: seasonal and annual business goals; brand strategy 
execution and business growth goals; the recruitment and development of leadership talent; and commitment to 
living the values of Limited Brands. These factors are considered subjectively in the aggregate, and none of these 
factors is accorded a formula weight. 
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In April 2008, based on these factors, the base salaries of the named executive officers were adjusted as 
follows: 


2007 Base 2008 Base % 
Salary Salary Increase 
Mr: Wexner amine sist ete od ease tae ees $1,850,000 $1,924,000 4.0% 
Mr. Buredoerter 2 ii02d0s tale assed aged s bees $ 650,000 $ 725,000 11.5% 
MS. TUMO@Y*s ecseave g aaveuid phon oe ea cere ae, ble $1,200,000 $1,250,000 4.2% 
Mr. Redgrave ii seat eneaw one bea a eee edaews $1,000,000 $1,040,000 4.0% 
Mis: INGal a: sassietoitese ocnieud eGov Seabed Shae 8 $ 900,000 $ 927,000 3.0% 


In response to the downturn in the economic environment and consistent with the Company’s cost-saving 
measures, the base salaries for the executive officers for 2009 has been fixed at 2008 levels. 


Short-Term Performance-Based Incentive Compensation. 


Our short-term, performance-based incentive compensation program for executive officers provides for 
incentive payments for each six-month operating season. These incentive payments are based on the attainment 
of pre-established objective financial goals and are intended to motivate executives to work effectively to achieve 
financial performance objectives and reward them when objectives are met and results are certified by the 
Compensation Committee. Our approach for paying the amounts earned in cash and/or stock is described below. 


The target cash incentive compensation opportunity for each eligible executive is set at a percentage of base 
salary. The amount of performance-based incentive compensation earned by participating executives can range 
from zero to double their incentive target, based upon the extent to which the pre-established financial goals are 
achieved or exceeded. The threshold, target and maximum short-term performance-based non-equity incentive 
payout opportunities of our named executive officers for fiscal 2008 are set forth in the Grants of Plan-Based 
Awards table on page 33. Actual payouts under this plan for fiscal 2008 are set forth below under the heading 
“Non-Equity Incentive Plan Compensation” in the Summary Compensation Table on page 31. 


The pre-established objective financial goals under this plan for fiscal year 2008 were based on operating 
income. Operating income is used because it measures performance over which executives can have significant 
impact. Operating income is also directly linked to the Company’s long range growth plan and to performance 
that drives stockholder value. For executives that are dedicated to a single brand, their goals are based solely on 
their brand’s operating income. For executives that have enterprise-wide responsibility, their goals are based 80% 
on a weighted average of the percentage achievement of major brand operating income targets and 20% on total 
Company operating income. 


The following table shows each named executive officer’s incentive compensation target percentage of base 
salary and the operating income performance incentive goals and weighting used to determine the incentive 
payment: 


Performance Incentive Goal Metric and Weighting 
Target % of Total Limited Brands 


Executive Officer Base Salary Brand Operating Income Operating Income 
Mr. Wexner .......... 160% 80% weighted average of percentage achievement 

Mr. Burgdoerfer ...... 100% of Victoria’s Secret, Bath & Body Works, LaSenza 20% 
Mr. Redgrave ........ 130% and Mast operating income targets 

Ms. Turney .......... 150% 100% Victoria’s Secret 0% 
Ms. Neale sisi is.csaaoc8c8 110% 100% Bath & Body Works 0% 


We set operating income goals at the beginning of each six-month season based on an analysis of historical 
performance, income expectations for that brand, financial results of other comparable businesses and progress 
toward achieving our strategic plan. 


25 


In 2008, the Compensation Committee set targets that reflected the challenging economic environment, 
recognizing that historical growth rates are no longer appropriate considering the significant downturn in the 
retail environment. The seasonal operating income growth targets for Spring and Fall (by brand) for each of 
Messrs. Wexner, Burgdoerfer and Redgrave were: Victoria’s Secret, -8%, 18%; Bath & Body Works, 108%, 
-7%,; other brands, 7%, -12%; and total Limited Brands, 28%, 8%, respectively. The relative weight assigned to 
each brand or category was 52%, 20%, 8% and 20%, for Victoria’s Secret, Bath & Body Works, other brands 
and total Limited Brands, respectively. The operating income growth targets for Ms. Turney, based solely on 
Victoria’s Secret, were -8% and 18% and for Ms. Neal, based solely on Bath & Body Works, were 108% and 
-7% for Spring and Fall, respectively. 


The Compensation Committee believes that these operating income targets reflect performance that will 
lead to long-term preservation of stockholder value in an economic downturn and do not encourage our executive 
officers to take unnecessary and excessive risks. 


We do not believe that disclosure of our 2009 performance targets is relevant to an understanding of 
compensation for our 2008 fiscal year. 


To encourage stock ownership and to foster executive retention, executives at the Vice President level or 
above can elect to receive up to 25% of their short-term performance-based incentive compensation in the form 
of Common Stock and receive a 25% match in the form of a restricted stock grant, subject to three-year cliff 
vesting. Executives covered by the share ownership guidelines (described on page 29) who have not met the 
minimum ownership requirement are required to receive at least 15% of their incentive compensation payment in 
the form of Common Stock. For these executives, only the amount elected above the required 15% is matched 
with a restricted stock grant, as discussed above. 


Equity-Based Incentive Programs. 


The Compensation Committee believes that long-term equity-based compensation encourages performance 
that enhances stockholder value, thereby further linking leadership and stockholder objectives. Our equity-based 
incentive program includes stock options, performance-based restricted stock and time vested restricted stock. 


Equity awards are dated effective the later of the date of approval or the effective date for grants in 
connection with hirings, promotions, etc. 


Stock Options. 


Stock options comprise 25% of the annual value of the Company’s long-term incentive program. Stock 
options are awarded to align executive interests with stockholder interests by creating a direct link between 
compensation and stockholder return and to help retain executives. In 2008, stock options were awarded to our 
named executive officers in the amounts set forth below in the Grants of Plan-Based Awards table on page 33. 
The options granted to each executive officer vest, subject to continued employment, in four equal installments 
beginning on the first anniversary of the grant date. The exercise price for these options is equal to the closing 
price of the underlying Common Stock on the date of the grant. 


Restricted Stock. 


Performance-based restricted stock comprises 75% of the value of executives’ annual equity-based incentive 
opportunity. Performance-based restricted stock is awarded to link compensation to business performance, 
encourage ownership of Company stock, retain superior executive talent, and reward exceptional executive 
performance. Executives are awarded an annual target number of shares based on guidelines which include the 
individual’s performance and responsibility level, competitive practice and the market price of Common Stock. 
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The performance-based restricted stock target is broken down into seasonal targets for Spring and Fall and 
is adjusted up or down based upon the extent to which the pre-established objective financial goals for each 
season are achieved or exceeded. The number of shares earned can range from zero to double the target. The 
performance-based restricted stock metrics are the same metrics used to determine payments under the short-term 
performance-based incentive compensation program outlined above. Once earned, the Spring portion of the 
award vests on the second anniversary of the grant date and the Fall portion of the award vests on the third 
anniversary of the grant date, in each case subject to continued employment. 


In addition to the annual performance-based restricted stock award, the Compensation Committee approved 
special performance-based restricted stock awards for the named executive officers, excluding Mr. Wexner. The 
awards were granted to address retention of key talent. For the named executive officers with the exception of 
Ms. Turney, the awards were based on a targeted multiple of base salary and vest 100% three years from the date 
of grant. Ms. Turney’s award was set at one million shares, was designed to provide significant retentive value 
and vests over seven years, 40% after four years and 20% after each of five, six and seven years. These awards 
will be earned only if the Company achieves operating income as a percentage of sales above the median of this 
performance measure for the companies listed in the S&P 500 Retailing Index in 2008, 2009 or 2010. In 
connection with these awards, each executive officer has agreed to provide at least three months’ notice before 
resigning their employment with the Company. 


The performance-based restricted stock awarded to the named executive officers in 2008 is detailed in the 
Grants of Plan-Based Awards table on page 33. 


Time vested restricted stock is awarded to executives to encourage ownership of Company stock, as a hiring 
and retention incentive, to recognize significant promotions, as a match on an executive’s election to receive his 
or her cash performance-based incentive compensation in stock and as deemed appropriate by the Compensation 
Committee. The Compensation Committee awarded our named executive officers restricted stock in 2008 in the 
amounts set forth below in the Grants of Plan-Based Awards table on page 33, which vest 100% three years from 
the grant date, subject to continued employment. 


Retirement Plan Benefits. 


The Company does not sponsor a defined benefit retirement plan as we do not believe that such a plan best 
serves the needs of our associates or the business. The Company sponsors a tax-qualified defined contribution 
retirement plan and a non-qualified supplemental defined contribution retirement plan. Participation in the 
qualified plan is available to associates who meet certain age and service requirements. Participation in the 
non-qualified plan is made available to associates who meet certain age, service, job level and compensation 
requirements. Our executive officers participate in these plans based on these requirements. 


The qualified plan permits associates to elect contributions up to the maximum limits allowable under the 
Internal Revenue Code. The Company matches associates’ contributions according to a predetermined formula 
and contributes additional amounts based on a percentage of the associates’ eligible annual compensation and 
years of service. Associates’ contributions and Company matching contributions vest immediately. Additional 
Company contributions and the related investment earnings are subject to vesting based on years of service. 


The non-qualified plan is an unfunded plan which provides benefits beyond the Internal Revenue Code 
limits for qualified defined contribution plans. The plan permits participating associates to elect contributions up 
to a maximum percentage of eligible compensation. The Company matches associates’ contributions according 
to a predetermined formula and credits additional amounts based on a percentage of the associates’ eligible 
compensation and years of service. The plan also permits associates to defer additional compensation up to a 
maximum amount which the Company does not match. Associates’ accounts are credited with interest using a 
rate determined annually based on an evaluation of the 10-year and 30-year borrowing rates available to the 
Company. Associates’ contributions and the related interest vest immediately. Company contributions and credits 
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and the related interest are subject to vesting based on years of service. Associates generally may elect in-service 
distributions for the unmatched deferred compensation component only. The remaining vested portion of 
associates’ accounts in the plan will be distributed upon termination of employment in either a lump sum or in 
equal annual installments over a specified period of up to 10 years. 


Perquisites. 


We provide our executive officers with perquisites that the Compensation Committee believes are 
reasonable and in the best interests of the Company and its stockholders. We provide our executive leadership 
team, including our named executive officers, reimbursement of financial planning costs of up to $15,000. We 
also provide for certain senior executives reimbursement of up to $10,000 of eligible medical costs not covered 
under the Company’s standard health benefit package. Ms. Turney has a life insurance policy with premiums that 
are paid by the Company. We also provide for tax equalization payments on certain taxable income in order to 
maximize the benefit provided by such items. Ms. Turney receives an allowance equal to the amount that the 
Company would have had to pay for Ms. Turney to stay in a hotel during her business related travel to New 
York. 


The Board of Directors has approved a security program (the “Security Program”) that provides security 
services to Mr. Wexner and his family. We require these security measures for our benefit and believe these 
security costs are appropriate given the risks associated with Mr. Wexner’s role and position. 


The Security Program also requires Mr. Wexner to use corporate provided aircraft, or private aircraft that is 
in compliance with the Security Program, whether the purpose of the travel is business or personal. To the extent 
any of the corporate provided aircraft is used by Mr. Wexner or any executive officer for personal purposes, as a 
general rule, he or she has reimbursed the Company based on the greater of the amount established by the IRS as 
reasonable for personal use or the aggregate incremental cost associated with the personal use of the corporate 
owned aircraft as determined by an independent, third party aircraft costing service. During 2008, Ms. Turney 
and Mr. Burgdoerfer each used corporate aircraft for personal purposes without reimbursing the cost as noted 
above. In Ms. Turney’s case, the Company was unable to bill for reimbursement for one flight taken prior to the 
execution of an aircraft lease agreement in compliance with aviation rules. The value of this flight was $1,708. In 
Mr. Burgdoerfer’s case, he used corporate aircraft for personal purposes on a single occasion at the Company’s 
request. The total value of Mr. Burgdoerfer’s personal aircraft usage was $9,251. 


Severance Agreements and Change in Control Agreements. 


The Compensation Committee believes that severance arrangements have unique characteristics and value. 
For example, severance agreements are required for prospective executives to accept employment with Limited 
Brands who may forego significant bonuses and equity awards at the companies they are leaving or who face 
relocation expenses and family disruption. Generally, executives are not willing to accept such risks and costs 
without protection in the event their employment is terminated due to unanticipated changes, including a change 
in control. Additionally, executives often look to severance agreements to provide protection for lost professional 
opportunities in the event of a change in control and consequently assign significant value to them. The 
Compensation Committee believes that our current severance arrangements protect stockholder interests by 
retaining management should periods of uncertainty arise. Because our severance arrangements are structured to 
serve the above purposes and because severance agreements represent a contractual obligation of our Company, 
decisions relating to other elements of compensation have minimal effect on decisions relating to existing 
severance agreements. 


Due to his unique role as the founder of the Company, Mr. Wexner is not covered by a severance or change 
in control agreement. However, under the terms of our Stock Option and Performance Incentive Plan, in the 
event of a change in control or death, all unvested stock awards will become vested. Also under the plan, upon 
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retirement, Mr. Wexner’s restricted stock will vest pro-rata based on the fraction of whole years from the grant 
date over the full vesting period (i.e., one-third will vest if one full year is completed from the grant date for a 
grant that otherwise would vest 100% three years from the grant date). 


The Company has entered into severance and change in control agreements with our named executive 
officers other than Mr. Wexner as noted above. The benefits payable under these arrangements in certain 
circumstances are disclosed below on pages 39-43. These agreements generally provide that, if we fail to extend 
the executive’s agreement or terminate the executive’s employment without cause, or if the executive terminates 
the executive’s employment for good reason, the executive will continue to receive the executive’s base salary 
for one year after the termination date. If the executive agrees to execute a general release of claims against the 
Company, the executive will also be entitled to receive an additional year of salary continuation and the amount 
of the incentive compensation that the executive would have otherwise received during the first year after 
termination. In connection with a change in control of Limited Brands, in the event that the executive’s 
employment is terminated either by us without cause or by the executive for good reason, subject to the 
executive’s execution of a general release of claims against us, the executive would be entitled to a severance 
benefit equal to two times the executive’s base salary, plus an amount equal to the sum of the executive’s four 
previous semi-annual payouts under our incentive compensation plan, together with a pro-rata amount for the 
incentive compensation performance period in which the executive’s employment terminated. In addition, any 
unvested stock awards would become vested. In the event any “parachute” excise tax is imposed on the 
executive, certain executives will be entitled to tax reimbursement payments. 


Share Ownership Guidelines. 


The Compensation Committee strongly encourages share ownership by the Company’s executives. In 
January 2005, the Company introduced minimum shareholding guidelines to be met by 2010 for the executive 
officer group. Any individual promoted or hired into a position subject to these guidelines will have a five-year 
period within which to meet the share ownership requirements. The shareholding requirements reflect the value 
of shares held and can be met through direct or beneficial ownership of shares, including shares held through the 
Company’s stock and retirement plans. In addition to aligning the interests of our executive officers with those of 
our stockholders, the share ownership guidelines promote a long-term focus and discourage engagement in risky 
business activities. 


Title Share Ownership Guideline 
Chief Executive Officer onc. e eden ee es es 5 times base salary 
Other Named Executive Officers .................. 3 times base salary 


Generally, it is anticipated that all of the named executive officers will hold shares with a value in excess of 
the ownership guidelines by the end of the 2009 fiscal year, or if later, within five years of becoming subject to 
the guidelines. Details regarding the ownership of shares by the named executive officers are set forth on the 
Security Ownership of Directors and Management table. 


In addition to share ownership guidelines for executives, after four years of membership on the Board, 
members of the Board of Directors must maintain ownership of at least the number of shares received as Board 
compensation over the previous four years. 


Other—Tax Deductibility. 


The Compensation Committee seeks to structure executive compensation in a tax efficient manner. The 
Limited Brands 2007 Cash Incentive Compensation Performance Plan is intended to qualify payments under the 
Company’s performance-based incentive compensation program for tax deductibility under Section 162(m) of 
the Internal Revenue Code. To maintain flexibility in structuring executive compensation to attract highly 
qualified executive talent, and to further our business goals and compensation philosophy, the Compensation 
Committee has elected not to adopt a policy requiring all compensation to be tax deductible. 
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CEO Compensation. 


Mr. Wexner has been CEO since founding the Company in 1963. Limited Brands conducts the same type of 
competitive review and analysis to determine base salary and incentive guidelines for Mr. Wexner’s position as it 
does for the other named executive officers. 


In 2008, as in prior years, in establishing Mr. Wexner’s compensation package the Compensation 
Committee considered competitive practices, the extent to which Limited Brands achieved operating income and 
sales objectives, progress regarding brand strategy, and the continued recruitment and development of key 
leadership talent. These factors are considered in the aggregate, and none of these factors is accorded specific 
weight. 


As described earlier, the Compensation Committee and Limited Brands continue to emphasize variable, 
performance-based compensation components for all executives, including Mr. Wexner. Accordingly, as a result 
of fiscal 2007 performance, in early 2008 Mr. Wexner’s base salary was adjusted by 4.0% from $1,850,000 to 
$1,924,000 while his incentive compensation target remained at 160%. In establishing these compensation 
elements, the Compensation Committee considered the financial results for fiscal 2007, changes in stockholder 
value, Mr. Wexner’s progress in recruiting and developing senior leadership talent, and continued focus on the 
brand development strategy. 


In fiscal 2008, the Company posted net sales of $9.0 billion, a decrease of 11% compared to net sales in 
fiscal 2007. Fiscal 2008 net income was $220 million, which was 69% below net income for fiscal 2007. In 2008, 
earnings per diluted share were $0.65 per share, a decrease of 66% compared to fiscal 2007 earnings per diluted 
share. In 2008, net income included the following items: 


e A pre-tax charge of $215 million to reduce the carrying value of La Senza goodwill and other 
intangible assets; 


e« A pre-tax gain of $128 million related to the sale of a non-core joint venture; 


e A pre-tax charge of $23 million for severance related to the reduction of roughly 10% of home office 
head count, or approximately 400 associates; 


¢ A pre-tax charge of $19 million related to the impairment of the investment carrying value of another 
non-core joint venture; 


e — A tax benefit of $15 million primarily related to certain discrete foreign and state income tax items; and 
¢ A pre-tax gain of $13 million related to a $71 million cash distribution from Express. 
(The corresponding results determined in accordance with generally accepted accounting principles are included 


in Item 8 of the Financial Statements and Supplementary Data of Limited Brands’ 2008 Annual Report on Form 
10-K which is being sent with this proxy statement). 


These fiscal 2008 results were below targeted performance objectives established by the Compensation 


Committee for the Fall season. As a result, the annual cash incentive payment earned by Mr. Wexner was below 
target level for the year. 
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Summary Compensation Table 


The following table sets forth information concerning total compensation earned by or paid to our CEO, 


Chief Financial Officer and our three other most highly compensated executive officers during the fiscal year 
ended January 31, 2009 (the “named executive officers”’). 


Change in 
Pension 
Value and 
Non-Equity Non-qualified 
Incentive Deferred 


Plan Compen- All Other 
Stock Option Compen- sation Compen- 
Name and Salary Bonus Awards Awards sation Earnings sation 
Enel Position Year OO) _ 192) OO) OOE OG) GIO) ___ (9) _ Totals) 
Leslie H. Wexner... ...6.0056 2008 $1,909,769 $ 0 $1,449,406 $ 1,087,514 $1,523,192 $252,015 $1,312,532 $7,534,428 
Chairman of the Board, CEO 2007 1,834,615 0 1,331,729 1,502,449 436,896 129,397 1,588,885 6,823,971 
2006 1,823,269 O 732,594 1,713,406 3,213,754 238,796 1,657,366 9,379,185 
Sharen J. Turney ............. 2008 1,240,385 2,006,173 3,554,088 355,962 1,090,500 112,060 458,882 8,818,050 
Executive Vice President, 2007 1,180,769 = 857,144 = 851,638 = 3,361,919 274,176 52,850 509,998 7,088,494 
CEO/President, Victoria’s 2006 1,086,731 0 471,061 (1,625,637) 1,813,680 88,318 488,192 2,322,345 
Secret 
Martyn R. Redgrave .......... 2008 1,032,308 0 1,281,054 122,317 668,970 45,465 219,797 3,969,911 
Executive Vice President, 2007 =: 990,385 0 470,755 649,839 177,120 18,541 204,924 2,511,564 
Chief Administrative Officer 2006 975,962 0 339,362 459,561 1,293,672 15,586 122,663 3,206,806 
Diane L. Neal o.c.cccesies ice sina 2008 921,808 0 1,094,226 104,489 241,873 16,683 121,047 2,500,126 
Executive Vice President, 2007 = 865,385 0 393,424 72,644 288,000 5,646 1,906 1,627,005 
CEO, Bath & Body Works(8) 
Stuart B. Burgdoerfer ......... 2008 = 710,577 0 735,050 165,783 358,730 3,336 174,315 2,147,791 
Executive Vice President, 2007 = 636,538 0 249,366 137,975 208,000 421 337,282 1,569,182 


Chief Financial Officer(8) 


(1) 
(2) 


(3) 


(4) 


Base salary paid in 2006 reflects a 53-week fiscal year. 


Performance-based incentive compensation bonuses are disclosed in this table under Non-Equity Incentive 
Plan Compensation. Ms. Turney received a cash bonus in the amount of $442,833 pursuant to her 
employment agreement. Ms. Turney also received a cash payment in the amount of $1,563,340 in 
connection with a guaranteed minimum gain on the options awarded under Ms. Turney’s employment offer 
in 2000. 


The value of stock and option awards reflects the 2008 fiscal year expense, excluding estimated forfeitures, 
recognized by the Company under Financial Accounting Standard 123(R) “Share-Based Payments” 
(FAS123R) for each award. Stock options are valued using the Black-Scholes option pricing model with the 
assumptions as set forth in Note 20 to the Company’s financial statements filed on March 27, 2009 on Form 
10-K for stock options granted during the 2008, 2007 and 2006 fiscal years and as set forth in Note 17 to the 
Company’s financial statements filed March 28, 2008 on Form 10-K for stock options granted during the 
2005 fiscal year. 


Stock and option awards were granted to each executive officer under the Company’s amended and restated 
1993 Stock Option and Performance Incentive Plan. 
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(5) 


(6) 


(7) 


(8) 


Represents the aggregate of the non-equity performance-based incentive compensation for the applicable 
fiscal Spring and Fall selling seasons. Incentive compensation targets are set based on a percentage of base 
pay and are paid seasonally based on the achievement of operating income results. The following table 
illustrates the amount of the compensation paid in cash, stock and voluntarily deferred: 


Paid in Paid in Deferred Deferred 

Cash Stock Cash Stock Total 
Mr. Wexner ..........0 0c eee ee ceeeeees $1,523,192 $ 0 $ 0 $ 0 $1,523,192 
Ms. Tumey: 343.0546 scsaw dosed iodides 1,057,785 QO 32,715 0 1,090,500 
Mr RES rave: is ic aes, deasiceia Sae-e Gude aes Gale alas 381,313 0 20,069 267,588 668,970 
Ms: N@al ott eve de ea ee Sete 234,617 0 7,256 0 241,873 
Mr. Burgdoerfer ..............2.0.0-0005- 253,400 94,568 10,762 0 358,730 


Limited Brands does not sponsor any tax-qualified or non-qualified defined benefit retirement plans. For 
fiscal 2008, the amounts shown represent the amount by which earnings of 7.625% on each executive 
officer’s non-qualified deferred compensation account balance exceeds 120% of the applicable federal long- 
term rate. 


The following table details all other compensation paid to each executive officer during our last fiscal year: 


Reimburse- 
ment of Company 
medical contributions 
Financial Life costs not to the 
planning insurance covered by Security Personal executive’s 
services premiums Tax the Housing _ services use of qualified and 
provided paid on equal- Company’s and paid by corporate- non-qualified 
to executive’s ization standard relocation the provided retirement 
executive behalf payments health plan benefits Company aircraft(a) plan account Total 
Mr. Wexner ....... $ 0 $ O $11,450 $4,525 §$ 0 $965,000 $ 0 $331,557 $1,312,532 
Ms. Turney ....... 9,880 7,730 15,931 4,294 27,600 0 1,708 391,739 458,882 
Mr. Redgrave ...... 0 0 6,793 2,485 0 0 0 210,519 219,797 
Ms. Neal ......... 30,000(b) 0 4,859 2,758 25,000 0 0 58,430 121,047 
Mr. Burgdoerfer.... 7,000 0) 8,692 3,432 0 0 9,251 145,940 174,315 


(a) The Company may make corporate-provided aircraft available to executive officers for personal 
purposes. In consideration, in most cases, the executive officer has reimbursed the Company based on 
the greater of the amount established by the IRS as reasonable for personal use or the aggregate 
incremental cost associated with the personal use of the corporate owned aircraft as determined by an 
independent, third party aircraft costing service. During 2008, Ms. Turney and Mr. Burgdoerfer each 
used corporate aircraft for personal purposes without reimbursing the cost in the amounts noted above. 


(b) Amount includes reimbursement for services covering two years. 


Ms. Neal and Mr. Burgdoerfer became executive officers during 2007. Therefore, only amounts earned for 
2007 and 2008 are disclosed. 
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Grants of Plan-Based Awards for Fiscal 2008 


The following table provides information relating to plan-based awards and opportunities granted to the named 
executive officers during the fiscal year ended January 31, 2009. 


All All 
Other Other 
Stock Option Grant 
7 Fi Awards: Awards: Exercise Date Fair 
Estimated Future Payouts Estimated Future Payouts 
Under Non-Equity Incentive Under Equity Incentive iad pce of B be ae ‘ 
Plan Awards(2) Plan Awards(3) eee Vein ce. he 
Vo COof Stock Underlying Option Option 
Award Grant Threshold Target Maximum Threshold Target Maximum or Units Options Awards Awards 
Name Type) Date) MS) OE OS). 
Leslie H. Wexner .. SO 3/31/2008 $ 0 $ 0$ 0 0 0 0 0 168,772 $17.10 $ 585,386 
PRS-S 3/31/2008 0 0 0 13,502 67,509 135,018 83,508 0 0 1,329,447 
PRS-F 8/19/2008 0 0 0 20,253 101,263 202,526 0 0) 0 0 
IC 615,680 3,078,400 6,156,800 0 0 0 0 0 0 0 
Sharen J. Turney ... SO 3/31/2008 0 0 0 0 0 0 0 57,237 17.10 198,527 
RS 3/31/2008 0 0 0 0 0 0 33,333 0 530,995 
PRS 3/31/2008 0 0 0 0 0 0 1,000,000 0 0 14,200,000 
PRS-S 3/31/2008 0 0 0 4,579 22,895 45,790 33,289 0 0 529,961 
PRS-F 8/19/2008 0 0 0 6,868 34,342 68,684 0 0 0 0 
IC 375,000 1,875,000 3,750,000 0 0 0 0 0 0 0 
Martyn R. 
Redgrave ....... SO 3/31/2008 0 0 0 0 0 0 0 68,421 17.10 237,318 
PRS 3/31/2008 0 0 0 0 0 0 152,100 0 0 2,334,735 
PRS-S 3/31/2008 0 0 0 5,474 27,368 54,736 33,855 0 0 538,972 
PRS-F 8/19/2008 0 0 0 8,211 41,053 82,106 0 0 0 0 
RSM _ 9/5/2008 0 0 0 0 0 0 2,021 0 0 38,338 
IC 270,400 1,352,000 2,704,000 0 0 0 0 0) 0 0 
Diane L. Neal ..... SO 3/31/2008 0 0 0 0 0 0 0 40,658 17.40 141,022 
PRS 3/31/2008 0 0 0 0 0 0 135,600 0 0 2,081,460 
PRS-S 3/31/2008 0 0 0 3,253 16,263 32,526 9,644 0 0 153,532 
PRS-F 8/19/2008 0 0 0) 4,879 24,395 48,790 0 0 0 0 
IC 203,940 1,019,700 2,039,400 0 0 0 0 0 0 0 
Stuart B. 
Burgdoerfer ..... SO 3/31/2008 0 0 0 0 0 0 0 31,798 17.10 110,291 
PRS 3/31/2008 0 0 0 0 0 0 84,800 0 0 1,301,680 
PRS-S_ 3/31/2008 0 0 0 2,544 12,719 25,438 15,734 0 0 250,485 
PRS-F 8/19/2008 0 0 0 3,816 19,079 38,158 0 0 0 0 
RSM _ 9/5/2008 0 0 0 0 0 0 1,051 0) 0 19,937 
IC 145,000 725,000 1,450,000 0 0 0 0 0 0 0 
(1) Award types are as follows: 
IC Cash performance-based incentive compensation 
PRS-F _ Performance-based restricted stock—no shares were earned based on Fall performance 
PRS-S___ Performance-based restricted stock—earned based on Spring performance 
PRS Performance-based restricted stock award 
RS Time vested restricted stock 
RSM Restricted stock granted as a match on an executive’s election to receive his or her cash performance- 
based incentive compensation in stock 
SO Non-qualified and/or incentive stock options 


(2) Non-Equity Incentive Plan Awards represent the Threshold, Target and Maximum payments under the Company’s 
Performance-Based Incentive Compensation Plan for the 2008 Spring and Fall seasons. The actual amount earned under 
this plan is disclosed in the Summary Compensation Table under Non-Equity Incentive Plan Compensation. 


(3) Equity Incentive Plan Awards represent the Threshold, Target and Maximum payments of performance-based restricted 
stock for the 2008 Spring and Fall seasons. The actual number of performance-based restricted stock shares earned is 
disclosed in the “All Other Stock Awards: Number of Shares of Stock or Units” column of this table. 


(4) Stock Awards were granted pursuant to the Company’s amended and restated 1993 Stock Option and Performance 
Incentive Plan. 
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(5) 


(6) 


Stock Awards granted to executive officers Wexner, Turney, Redgrave, Neal, and Burgdoerfer on March 31, 2008 
represent 40% of the annual performance-based restricted stock target. These awards were earned based on achievement 
of operating income targets for the Spring season 2008 and vest on March 31, 2010. 


Stock Awards granted to executive officers Wexner, Turney, Redgrave, Neal, and Burgdoerfer, on August 19, 2008, 
represent 60% of the annual performance-based restricted stock target. No awards were earned based on operating 
income results for the Fall season. 


Special performance-based restricted stock awards were granted on March 31, 2008. For executive officers Redgrave, 
Neal and Burgdoerfer, the awards vest 100% 3 years from the date of grant. Ms. Turney’s award vests over 7 years, 
40% after four years and 20% after each of five, six and seven years. These awards will be earned and vest only if the 
Company achieves operating income as a percentage of sales above the median of this performance measure for the 
companies listed in the S&P 500 Retailing Index in 2008, 2009 or 2010. 


Stock Awards granted on September 5, 2008, represent awards made in connection with each executive officer’s 
election to receive a portion of his or her cash-based incentive compensation bonus in shares of Common Stock. The 
grants were made based on the Spring 2008 bonus. These grants vest 100% three years from the grant date, subject to 
continued employment and holding of the incentive compensation paid in stock in lieu of cash. 


The restricted stock award of 33,333 shares granted on March 31, 2008 to Ms. Turney was made under the terms of her 
employment agreement and vests in three equal annual installments over three years from the grant date. 


In each case, the vesting of these awards is subject to continued employment. 
Dividends are not paid or accrued on stock awards or stock units until such shares vest. 


Option Awards were granted pursuant to the Company’s amended and restated 1993 Stock Option and Performance 
Incentive Plan. Option grant dates were established on the date the grants were approved by the Compensation 
Committee of the Board and the Exercise Price is the closing price of Company’s stock on the Grant Date. 


Option Awards granted on March 31, 2008, were granted in connection with the Company’s long-term incentive 
program. These grants vest in four equal installments beginning on the first anniversary of the grant date, subject to 
continued employment. 


The value of stock and option awards reflects the grant date fair value under FAS123R for each award. Options are 
valued using the Black-Scholes option pricing model with the following assumptions as set forth in the Company’s 
financial statements filed on March 27, 2009, on Form 10-K for the 2008 fiscal year: dividend yield of 3.4%, volatility 
of 29%, risk free interest rate of 2.5%, and expected life of 5.2 years. Restricted stock is valued based on the fair market 
value of a share of Common Stock on the date of grant, adjusted for anticipated dividend yields. 
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Outstanding Equity Awards at Fiscal Year-End for Fiscal 2008 


The following table provides information relating to outstanding equity awards granted to the named executive officers 
at fiscal year end, January 31, 2009. 


Name 


Leslie H. Wexner ... 


Sharen J. Turney ... 


Martyn R. 
Redgrave 


Grant 
Date 


2/4/2002 
2/3/2003 
2/2/2004 
3/31/2005 
3/31/2006 
3/30/2007 
3/31/2008 


6/26/2000 
2/3/2003 
2/2/2004 

3/31/2005 

3/31/2006 

3/31/2008 


3/8/2005 
3/31/2006 
5/24/2006 
6/22/2006 
3/30/2007 
3/31/2008 


Number of 
Securities 
Underlying 
Unexercised 
Options 


Exercisable Un-exercisable 


421,600 
379,440 
379,440 
247,500 
41,250 
26,625 


202,897 
26,350 
56,214 
75,000 

7,500 
0 


112,500 
7,500 
37,500 
11,000 
21,575 


Option Awards 


Number of 
Securities 


Equity 
Incentive 
Plan 
Awards: 
Number of 
Securities 


Underlying Underlying 
Unexercised Unexercised Option 


Options 


82,500(1) 
41,250(2) 
79,875(3) 
168,772(4) 


0 
0 
14,052(5) 
25,000(1) 
7,500(2) 
57,237(4) 


37,500(6) 

7,500(2) 
37,500(7) 
11,000(8) 
64,725(3) 
68,421(4) 


Unearned Exercise 


Options 
(#) 


ooooo 


ocoooooco 


Price 


Option 
Expiration 
Date 


2/4/2012 
2/3/2013 
2/2/2014 
3/31/2015 
3/31/2016 
3/30/2017 
3/31/2018 


20.28(31) 6/26/2010 


12.01 
17.78 
24.30 
24.46 
17.10 


24.61 
24.46 
26.99 
25.32 
26.06 
17.10 
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2/3/2013 
2/2/2014 
3/31/2015 
3/31/2016 
3/31/2018 


3/8/2015 
3/31/2016 
5/24/2016 
6/22/2016 
3/30/2017 
3/31/2018 


Grant 
Date 


8/24/2006 
9/8/2006 
3/9/2007 

3/30/2007 

3/31/2008 


2/24/2006 
5/24/2006 
8/24/2006 

9/8/2006 

3/9/2007 
3/30/2007 
3/30/2007 

9/7/2007 
3/31/2008 
3/31/2008 
3/31/2008 


3/8/2005 
2/24/2006 
5/24/2006 
8/24/2006 

9/8/2006 

3/9/2007 
3/30/2007 

9/7/2007 
3/31/2008 
3/31/2008 

9/5/2008 


Restricted Stock Awards 


Number 
of Shares 
or Units 
of Stock 
That 
Have Not 
Vested 


#) 


61,360(12) 
3,438(13) 
4,300(14) 

15,719(15) 

83,508(16) 


7,196(17) 
11,111(18) 
5,610(12) 
3,102(13) 
1,183(14) 
2,428(15) 
22,222(19) 
278(20) 
33,289(16) 
33,333(21) 
1,000,000(22) 


25,000(23) 
1,784(17) 
5,000(18) 
9,504(12) 

651(13) 
1,731(14) 
4,251(15) 

515(20) 

33,855(16) 

152,100(24) 
2,021(25) 


Equity 
Equity Incentive 
Incentive Plan 
Plan Awards: 
Awards: Market 
Number or Payout 
of Value of 
Unearned Unearned 
Market Shares, Shares, 
Value of Unitsor Units or 
Sharesor Other Other 
Units of — Rights Rights 
Stock That That That 
Have Not Have Not Have Not 
Vested Vested Vested 


($)(30) #) ($) 
$ 485,971 0 $0 
27,229 0 0 
34,056 0 0 
124,494 0 0 
661,383 0 0 
56,992 0 0 
87,999 0 0 
44,431 0 0 
24,568 0 0 
9,369 0 0 
19,230 0 0 
175,998 0 0 
2,202 0 0 
263,649 0 0 
263,997 0 0 
7,920,000 0 0 
198,000 0 0 
14,129 0 0 
39,600 0 0 
75,272 0 0 
5,156 0 0 
13,710 0 0 
33,668 0 0 
4,079 0 0 
268,132 0 1) 
1,204,632 0 0 
16,006 0 0 


Option Awards Restricted Stock Awards 


Equity 
Equity Incentive 
Incentive Plan 
Plan Awards: 
Awards: Market 


Equity Number or Payout 
Incentive of Value of 
Plan Unearned Unearned 
Awards: Number Market Shares, Shares, 
Number of Number of Number of of Shares Value of Unitsor Units or 
Securities Securities Securities or Units Sharesor Other Other 
Underlying Underlying Underlying of Stock Units of — Rights Rights 
Unexercised Unexercised Un-exercised Option That Stock That That That 
Options Options Unearned Exercise Option Have Not Have Not Have Not Have Not 
Grant Exercisable Un-exercisable Options Price Expiration Grant Vested Vested Vested Vested 
Name Date (#) (#) (#) ($) Date Date @) ($)(30) @) ($) 
Diane L. Neal ..... 11/20/2006 12,500 12,500(9) 0 $30.67 11/20/2016 
3/30/2007 1,750 5,250(3) 0 26.06 3/30/2017 
3/31/2008 40,658(4) 0 17.10 3/31/2018 
11/20/2006 21,000(26) $ 166,320 0 $0 
7/27/2007 ~—:15,560(27) 123,235 0 0 
3/31/2008  9,644(16) 76,380 0 0 
3/31/2008 135,600(24) 1,073,952 0 0 
Stuart B. 
Burgdoerfer ..... 11/2/2006 25,000 25,000(10) 0 29.66 = 11/2/2016 
4/9/2007 3,124 9,376(11) 0 26.86 4/9/2017 
3/31/2008 31,798(4) 0 17.10 3/31/2018 
11/2/2006 20,000(28) 158,400 0 0 
4/9/2007 —-9,304(29) 73,688 0 0 
3/31/2008 = 15,734(16) 124,613 0) 0 
3/31/2008 84,800(24) 671,616 0 0 
9/5/2008 1,051(25) 8,324 0 0 
(1) Options vest 100% on March 31, 2009. 


(2) 
(3) 
(4) 
(5) 
(6) 
7) 
(8) 
(9) 


Options vest 50% on March 31, 2009 and 50% on March 31, 2010. 

Options vest 1/3 on March 30, 2009, 1/3 on March 30, 2010 and 1/3 on March 30, 2011. 

Options vest 25% on March 31, 2009, 25% on March 31, 2010, 25% on March 31, 2011 and 25% on March 31, 2012. 
Options vest 100% on February 2, 2009. 

Options vest 100% on March 8, 2009. 

Options vest 50% on May 24, 2009 and 50% on May 24, 2010. 

Options vest 50% on June 22, 2009 and 50% on June 22, 2010. 

Options vest 50% on November 20, 2009 and 50% on November 20, 2010. 


(10) Options vest 50% on November 2, 2009 and 50% on November 2, 2010. 
(11) Options vest 1/3 on April 9, 2009, 1/3 on April 9, 2010 and 1/3 on April 9, 2011. 
(12) Shares vest 100% on March 31, 2009. 

(13) Shares vest 100% on September 8, 2009. 

(14) Shares vest 100% on March 9, 2010. 

(15) Shares vest 100% on March 30, 2009. 

(16) Shares vest 100% on March 31, 2010. 

(17) Shares vest 100% on February 24, 2009. 

(18) Shares vest 100% on May 24, 2009. 

(19) Shares vest 50% on March 30, 2009 and 50% on March 30, 2010. 

(20) Shares vest 100% on September 7, 2010. 


36 


(21) Shares vest 1/3 on March 31, 2009, 1/3 on March 31, 2010 and 1/3 on March 31, 2011. 


(22) Shares vest 40% on March 31, 2012, 20% on March 31, 2013, 20% on March 31, 2014 and 20% on 
March 31, 2015, subject to achievement of performance objective noted on page 15. 


(23) Shares vest 100% on March 8, 2009. 


(24) Shares will vest 100% on March 31, 2011, subject to achievement of performance objective noted on 
page 15. 


(25) Shares vest 100% on September 5, 2011. 

(26) Shares vest 100% on November 20, 2009 

(27) Shares vest 100% on July 27, 2010. 

(28) Shares vest 100% on November 2, 2009. 

(29) Shares vest 6% on April 9, 2009 and 94% on April 9, 2010. 


(30) Market value based on the $7.92 fair market value of a share of Common Stock on the last trading day of 
the fiscal year (January 30, 2009). 


(31) In connection with Ms. Turney’s employment offer in 2000, the Company has guaranteed a minimum gain 
of $9.49 per share on this stock option award. 


Option Exercises and Stock Vested Information For Fiscal 2008 


The following table provides information relating to Option Awards exercised and Restricted Stock Awards 
vested during the fiscal year ended January 31, 2009. 


Option Awards Restricted Stock Awards 
Number of Number of 
Shares Value Shares Value 

Acquired on Realized on Acquired on Realized on 
Name Exercise (#) Exercise ($)(1) Vesting (#) Vesting ($)(2) 
Leslie H. Wexner ......... 0.0.0.0. cc cece eee 0 $ 0 48,539 $830,017 
Sharen:J:. TUMey .ackb ected ee eh ee av ean 166,002 11,637 37,222 649,941 
Martyn Ry Réd8rave: osc sectes seaaee eee ee end 0 0 11,150 202,469 
Diane: beiNeal e205. fcc ha eid ose a See 0) 0 14,000 99,820 
Stuart B. Burgdoerfer ....................0004. 0 0 0 0 


(1) Option Award Value Realized is calculated based on the difference between the sale price and the option 
exercise price. 


(2) Restricted Stock Award Value Realized is calculated based on the closing stock price on the date the 
Restricted Stock Award vested. 
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Retirement and Other Post-Employment Benefits 


Non-qualified Deferred Compensation for Fiscal 2008 


Executive Registrant Aggregate Aggregate Aggregate 

Contributions Contributions Earningsin Withdrawals/ Balance at 

in Last FY in Last FY Last FY Distributions Last FYE 
lal 82  _ 8 _8@ _86 _ 80 _ 
Leslie H. Wexner ............0000005 $ 0 $317,457 $1,003,453 $0 $13,763,615 
Sharen: J. TUMeCY” 3:4 ccesitun ss ose aeer ten ee 249,883 368,439 456,677 0 6,506,546 
Martyn R. Redgrave ................. 525,972 190,744 198,308 0 2,981,891 
Diane L. Neal .................00005 266,244 56,873 66,427 0 1,066,860 
Stuart B. Burgdoerfer ................ 25,670 122,640 13,283 0 242,318 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


Amounts disclosed include non-qualified cash deferrals, Company matching contributions, retirement 
credits and earnings under the Company’s Supplemental Retirement Plan (a non-qualified defined 
contribution plan) and stock deferrals and related reinvested dividend earnings under the Company’s Stock 
Option and Performance Incentive Plan. Executive Contributions and related matching Registrant 
Contributions represent 2008 calendar year deferrals and match on incentive compensation payments earned 
based on performance for the Fall 2007 season, which was paid in March 2008, and for the Spring 2008 
season, which was paid in September 2008. 


Cash contributions in the amount of $249,883, $258,385, $266,244, and $25,670 for executive officers 
Turney, Redgrave, Neal and Burgdoerfer, respectively are reported in the Summary Compensation Table as 
Salary and/or Non-Equity Incentive Plan Compensation. A stock unit contribution of $267,588 related to 
Mr. Redgrave’s election to receive and defer his Spring 2008 incentive compensation in stock is included in 
the Summary Compensation Table as Non-Equity Incentive Plan Compensation and is detailed in footnote 
(5) to the table. 


Reflects the Company’s 200% match of up to 3% of associate contributions of base salary and bonus above 
the IRS qualified plan maximum compensation limit and the Company’s contribution of 6% for less than 5 
years of service or 8% for 5 or more years of service of compensation above the IRS qualified plan 
maximum compensation limit. Associates become fully vested in these contributions after six years of 
service. These contributions are also included in the All Other Compensation column of the Summary 
Compensation Table. 


Non-qualified deferred cash compensation balances earn a fixed rate of interest determined at the beginning 
of each year based on the Company’s borrowing rates. For 2008, this interest rate was 7.625%. The portion 
of the earnings on deferred cash compensation that exceeds 120% of the applicable federal long-term rate is 
disclosed in the Change in Pension Value and Non-qualified Deferred Compensation Earnings column of 
the Summary Compensation Table. 


Includes dividends earned on deferred stock and restricted stock unit balances in the amount of $10,486 and 
$17,280 for executive officers Turney and Redgrave, respectively. Dividends are reinvested into additional 
stock units based on the closing market price of the Company’s stock on the dividend payment date. 


Participants may elect to receive the funds in a lump sum or in up to 10 annual installments following 
termination of employment, but may not make withdrawals during their employment. Deferrals under the 
Supplemental Retirement Plan and the Stock Option and Performance Incentive Plan are unfunded. 


Balance includes the value of deferred stock and restricted stock units at calendar year-end in the amount of 
$142,471 and $312,640 for executive officers Turney and Redgrave, respectively. Value is calculated based 
on a stock price of $7.92 on January 30, 2009. 
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Estimated Post-Employment Payments and Benefits 


We have entered into certain agreements with our executive officers that will require us to provide 
compensation in the event of a termination of employment, including a termination following a change in control 
of our Company. Mr. Wexner is not covered by such an agreement but is entitled to termination compensation 
under the terms of our benefit and stock plans. The following tables set forth the expected benefit to be received 
by each named executive officer in the event of his termination resulting from various scenarios, assuming a 
termination date of January 31, 2009 and a stock price of $7.92, our stock price on January 30, 2009. 


Assumptions and explanations of the numbers set forth in the tables below are set forth in additional text 


following the tables. 


Leslie H. Wexner 


Cash Severance(1) 


Base Salary ......... 
Bonus(2) ........... 


Total Cash Severance ..... 


Long Term Incentives 
Gain of Accelerated Stock 


Options(3) ............ 


Value of Accelerated 


Restricted Stock(3) ..... 


Total Value of Long-Term 


Incentives ............. 


Benefits and Perquisites(4) .. 
Tax Gross-Up ........... 


Involuntary 
Involunt Jout C 
Voluntary w/Good Reason ese 
Voluntary w/out & Signed Change in 
Resignation _Release Release Control Death Disability Retirement 
$ 0 $ 0 $ 0 $ 0 $ 0$ 0 $ 0 
— 
0 0 
0 0 0 0 0 0 0 
0 0 983,545 2,135,137 2,135,137 983,545 394,986 
0 0 983,545 2,135,137 2,135,137 983,545 394,986 
0 0 0 0 2,000,000 796,000 0 
N/A N/A N/A N/A N/A N/A N/A 
$ 0 $ 0 $983,545 $2,135,137 $4,135,137 $1,779,545 $394,986 
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Sharen J. Turney 


Involuntary 
Involuntary w/out Cause or Jout C 
Voluntary w/Good Reason  roilaveine 
Voluntary w/out & Signed Change in 
Resenation. Release —_ 2 elem) _. __ Beat: Sab ility_ Berean 
Cash Severance(1) 
Base Salary ..... $ 0 $1,250,000 $2,500,000 $ 2,500,000 $ 0$ 0$ 0 
Bonus(2) ....... 0 QO 1,875,000 1,364,676 0 0 0 
Total Cash 
Severance ........ 0 1,250,000 4,375,000 3,864,676 0 0 0 
Long Term Incentives 
Gain of Accelerated 
Stock Options(3) ... 0 0 0 ) 0 0 0 
Value of Accelerated 
Restricted 
Stock(3) .......... 0 QO 1,431,912 9,140,424 9,140,424 1,431,912 0 
Guaranteed Minimum 
Gain on 6/26/00 
Option Award(5) ... 1,925,023 1,925,023 _ 1,925,023 1,925,023 1,925,023 _1,925,023 _ 1,925,023 
Total Value of Long- 
Term Incentives.... 1,925,023 1,925,023 3,356,935 11,065,447 11,065,447 3,356,935 1,925,023 
Benefits and 
Perquisites(4) ..... 7,086 27,672 37,966 37,966 5,000,000 1,262,232 7,086 
Tax Gross-Up ....... N/A N/A N/A 0 N/A N/A N/A 
Total s..2c.adee ea Sen $1,932,109 $3,202,695 $7,769,901 $14,968,089 $16,065,447 $4,619,167 $1,932,109 
Martyn R. Redgrave 
Involuntary 
Involunt: Tout C: 
plan out ceueetwiut 
Voluntary w/out & Signed Change in 
Resipnaim: “Release. _- eave. anmol __ Death, isnt: - eee 
Cash Severance(1) 
Base Salary ......... $ $1,040,000 $2,080,000 $2,080,000 $ 0$ 0 $ O 
Bonus(2) ........... QO 1,352,000 846,090 0 0) 0 
Total Cash Severance ..... 1,040,000 3,432,000 2,926,090 0 0) 0 
Long Term Incentives 
Gain of Accelerated Stock 
Options(3) ............ 0 0 0) 0 0 0 
Value of Accelerated 
Restricted Stock(3) ..... 0 845,745 2,197,523 2,197,523 845,745 0 
Total Value of Long-Term 
Incentives ............ 0 845,745 2,197,523 2,197,523 845,745 0 
Benefits and 
Perquisites(4) ......... 18,491 27,737 27,737 2,189,643 769,266 0 
Tax Gross-Up ........... N/A N/A N/A N/A N/A N/A N/A 
Total .............0000. $ O $1,058,491 $4,305,482 $5,151,350 $4,387,166 $1,615,011 $ 0 
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Diane L. Neal 


Involuntary 
Involunt: Jout C 
aa omar wut Cat 
Voluntary w/out & Signed Change in 
Resignation —_ Release Release Control(6) Death Disability Retirement 
Cash Severance(1) 
Base Salary........... $ 0 $927,000 $1,854,000 $1,854,000 $ 0$ 0 $ O 
BOnuS(2) i454 see xeon a 0 0 1,019,700 1,019,700 0 0 0 
Total Cash Severance....... 0 927,000 2,873,700 2,873,700 0 0 0 
Long Term Incentives 
Gain of Accelerated Stock 
Options(3) ............. 0 0 0 0 0 0 0 
Value of Accelerated 
Restricted Stock(3) ...... 0 0 524,146 1,633,096 1,633,096 524,146 0 
Total Value of Long-Term 
Incentives .............. 0 0 524,146 1,633,096 1,633,096 524,146 0 
Benefits and Perquisites(4) .. 0 15,798 15,798 15,798 1,901,736 598,435 0 
Tax Gross-Up............. N/A N/A N/A N/A N/A N/A N/A 
Total: sc Sacats cates oxida $ 0 $942,798 $3,413,644 $4,522,594 $3,534,832 $1,122,581 $ O 


Stuart B. Burgdoerfer 


Involuntary 
Involunt: Jout C 
Viana oosiesson Mout cat 
Voluntary w/out & Signed Change in 
Resignation —_Release Release Control Death Disability Retirement 
Cash Severance(1) 
Base Salary ............ $ 0 $725,000 $1,450,000 $1,450,000 $ 0$ 0 $ O 
Bonus(2) s.2..60ee05005 0 0 725,000 566,730 0 0 0 
Total Cash Severance ........ 0 725,000 2,175,000 2,016,730 0 0 
Long Term Incentives 
Gain of Accelerated Stock 
OpuOns(3): Sooiecdy had eples 0 0 0 0 0 0) 0 
Value of Accelerated Restricted 
Stock(3) 2... 000.002 eee ee 0 0 422,746 1,187,747 1,187,747 422,746 0 
Total Value of Long-Term 
THCENEVES! ise eevee oh ewes 0 0 422,746 1,187,747 1,187,747 422,746 0 
Benefits and Perquisites(4) .... 0 20,164 30,247 30,247 1,450,000 501,291 0 
Tax Gross-Up .............. N/A N/A N/A 0 N/A N/A N/A 
WOtal; gowee suse etka $ 0 $745,164 $2,627,993 $3,234,724 $2,637,747 $924,037 $ O 


(1) Assumes a termination date of January 31, 2009. 


(2) Bonus amounts assumed at target. Under “Involuntary w/out Cause” or “Voluntary w/Good Reason” 
termination scenarios, actual bonus payments will be equal to the bonus payment the executive officer 
would have received if he or she had remained employed with Limited Brands for a period of one year after 
the termination date of January 31, 2009. Under an “Involuntary w/out Cause following Change in Control’, 
bonus payments will be equal to the sum of the last four bonus payments received. 


41 


(3) Calculated based on the $7.92 fair market value of a share of Common Stock on the last trading day of the 
fiscal year (January 30, 2009). 


(4) Estimates for benefits and perquisites include the continuation of medical, dental and other insurance 
benefits. Under the “Death” and “Disability” scenarios, includes proceeds from life and disability insurance 
policies, and value of unvested restricted stock and retirement balances that would become vested. 


(5) Represents the amount to be paid by the Company in connection with a guaranteed minimum gain on stock 
options granted to Ms. Turney upon her hire in 2000. Amount is calculated based on the $7.92 fair market 
value of a share of Common Stock on the last trading day of the fiscal year (January 30, 2009). 


(6) Ms. Neal’s bonus payment following an involuntary termination after a Change in Control is assumed to be 
the same as the payment for an involuntary termination not following a Change in Control (with a signed 
release). Ms. Neal’s employment agreement does not provide for a tax gross-up upon a Change in Control. 


Assumptions and Explanations of Numbers in Tables. 


The Compensation Committee retains discretion to provide, and in the past has provided, additional benefits 
to executive officers upon termination or resignation if it determines the circumstances so warrant. 


We calculated 280G tax gross-ups with a discount rate equal to 120% of the semi-annual Applicable Federal 
Rate as of February 2009. 


The tables do not include the payment of the aggregate balance of the executive officers’ non-qualified 
deferred compensation that is disclosed in the Non-qualified Deferred Compensation table above. 


Confidentiality, Non-Competition and Non-Solicitation Agreements. 


As a condition to each executive officer’s entitlement to receive certain severance payments and equity 
vesting acceleration upon certain termination scenarios, the executive is required to execute a release of claims 
against us and shall be bound by the terms of certain restrictive covenants, including non-competition and 
non-solicitation agreements which prohibit the executive from soliciting or diverting any current or potential 
employee, customer, or supplier or competing with any of our businesses in which he or she has been employed 
for a period of one year from the date of termination. 


Termination Provisions—Definitions of Cause and Good Reason. 


The employment agreements for all named executive officers contain customary definitions of cause and 
good reason. “Cause” shall generally mean that the executive officer (1) willfully failed to perform his or her 
duties with the Company (other than a failure resulting from the executive’s incapacity due to physical or mental 
illness); or (2) has plead “guilty” or “no contest” to or has been convicted of an act which is defined as a felony 
under federal or state law; or (3) engaged in willful misconduct in bad faith which could reasonably be expected 
to materially harm the Company’s business or its reputation. 


“Good Reason” means (1) the failure to continue by the executive in a capacity originally contemplated in 
the executive’s employment agreement; (2) the assignment to the executive of any duties materially inconsistent 
with the executive’s position, duties, authority, responsibilities or reporting requirements, as set out in his or her 
employment agreement; (3) a reduction in or a material delay in payment of the executive’s total cash 
compensation and benefits from those required to be provided; (4) the requirement that the executive be based 
outside of the United States, other than for travel that is reasonably required to carry out the executive’s duties; or 
(5) the failure by the Company to obtain the assumption in writing of its obligation to perform the employment 
agreement by a successor. The definition of “Good Reason” under Mr. Redgrave’s employment agreement 
further defines “Good Reason” to include the delivery of a Preliminary Notice of Good Reason by Mr. Redgrave 
to the Company after April 1, 2010 that must be accepted by the Company within six months. 
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Payments Upon a Termination in Connection with a Change in Control. 


A change in control of the Company will be deemed to have occurred upon the first to occur of any of the 
following events: 


a) Any person, together with all affiliates, becomes a beneficial owner of securities representing 33% or 
more of the combined voting power of the voting stock then outstanding; 


b) During any period of 24 consecutive months, individuals who at the beginning of such period 
constitute the Board cease for any reason to constitute a majority of directors then constituting the 
Board; 


c) A reorganization, merger or consolidation of the Company is consummated, unless more than 50% of 
the outstanding shares of Common Stock is beneficially owned by individuals and entities who owned 
Common Stock just prior to the such reorganization, merger or consolidation; or 


d) The consummation of a complete liquidation or dissolution of the Company. 


Tax Gross-up. 


In the event of a termination following a Change in Control, we have agreed to reimburse Ms. Turney and 
Mr. Burgdoerfer for all excise taxes imposed under Section 280G of the Internal Revenue Code and any income 
and excise taxes that are payable as a result of any reimbursements for Section 280G excise taxes. In 2008, 
Mr. Redgrave agreed to relinquish the 280G tax gross-up provision of his employment agreement. The total 
280G tax gross-up amount in the above tables assumes that the executive officer is entitled to a full 
reimbursement by us of (i) any excise taxes imposed as a result of the change in control, (ii) any income and 
excise taxes imposed as a result of our reimbursement of the excise tax amount, and (iii) any additional income 
and excise taxes imposed as a result of our reimbursement for any excise or income taxes. The calculation of the 
280G gross-up amount in the above tables is based upon a 280G excise tax rate of 20%, a 35% federal income 
tax rate, a 1.45% Medicare tax rate and a 6.56% state income tax rate. For purposes of the 280G calculation, it is 
assumed that no amounts will be discounted as attributable to reasonable compensation and no value will be 
attributed to the executive executing a non-competition agreement. The calculation of the 280G tax gross-up 
assumes that amounts will be payable to the executive officer for any excise tax incurred regardless of whether 
the executive officer’s employment is terminated. However, the amount of the 280G tax gross-up will change 
based upon whether the executive officer’s employment with us is terminated because the amount of 
compensation subject to Section 280G will change. 
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Fiscal 2008 Director Compensation 


The following table sets forth compensation earned by the individuals who served as directors of the 


Company during fiscal 2008.) 


Fees 
Earned or 
Paid in Stock 

Cash Awards Total 
aint _ 92 _O@B) _O@_ 
B, (Gordon Gee (a) ste ckg, dno oan Hd Gale wae LO eG Shake he ae wale $ 17,500 $17,247 $ 34,747 
Dennis: S:4Herschi.. 4.8..608.0 8450 6% Yk GA a teed woe Bonk ated bbe 4 aoe 60,000 43,833 103,833 
James L. Heskett 2.0.0... ene nn teenies 85,000 51,165 136,165 
Donna:A; James) ., $.4)605.6-0).40-43-0-4b- Sep aed bade Hed ee hort wd iad aed 99,000 60,263 159,263 
David FIOM aC ic 4 cpa Seccd cate cout dav Rsstlh acs dpibat outs ard Selenite goed, ap aed a take abn, Gute 60,000 43,833 103,833 
Waltham R: Loomis,.Jt) 204,420 de 28 oaiied doeeie ¥-e hed YRS deg thw aes 73,250 52,985 126,235 
Jetirey TAs MG: pais £25 sec 25 ig, aise ura acenpyeas acted Rus as Rlatay dae adadenss dp gnar avd ap cdeactpemetanes 70,000 51,165 121,165 
Jefiréy BsSwattz 6.4.05444 HiweniyoPideodnt sed nee ee baylidae dae 60,000 43,833 103,833 
Alans ReSSIets copes cscs ache sate ees Gs bg dpae oes, Soy ea rte sete, anne aos enero Gate 114,000 67,596 = 181,596 
Abigail’ S, WEXME? 0340s os 6 58 Le oA Se PER ee eed weet hades 80,000 51,165 131,165 
Raymond ZarMerwmaM: 5.35, ice a. pgs acs, goa stec taps alana letafav davibra) eRe Goadendoaeguds ag alg haderiay 74,000 52,985 126,985 
(1) Directors who are associates receive no additional compensation for their service as directors. Our current 


(2) 


(3) 


(4) 


(5) 


Board of Director’s compensation plan does not provide for stock option awards, non-equity incentive plan 
compensation, pension or non-qualified deferred compensation. At the end of four years of membership on 
the Board of Directors, each member must maintain ownership of Common Stock equal to the amount of 
Common Stock received as Board compensation over the four-year period. 


In 2008, based on a review of market-based compensation for Board members using the same peer group 
used to evaluate executive compensation, the Board initially voted to increase their compensation in 2009. 
However, as a result of the significant downturn in the economy, the Board decided to postpone any 
increase to their compensation. 


Directors receive an annual cash retainer of $50,000; committee members receive an additional annual cash 
retainer of $12,500 for membership on the Audit Committee and $10,000 for all other committee 
memberships; committee chairs receive an additional $15,000 for the Audit and Compensation Committees 
and $10,000 for other committees. Directors also receive fees of $4,000 for each Board of Directors meeting 
attended in excess of ten during a fiscal year and $1,500 for each committee meeting attended in excess of 
ten during a fiscal year. 


Directors receive an annual stock retainer worth $50,000; committee members receive an additional annual 
stock grant worth $12,500 for membership on the Audit Committee and worth $10,000 for other committee 
memberships. Stock retainers are granted under the Limited Brands, Inc. 2003 Stock Award and Deferred 
Compensation Plan for Non-Associate Directors. The number of shares issued is calculated based on the fair 
market value of Common Stock on the first day of the fiscal year and are issued in quarterly installments 
over the fiscal year. The value reported reflects the fair market value of the stock on the days the shares 
were issued. 


Under a previous Board of Directors compensation plan, directors received annual stock option awards. This 
plan ended and the current plan was adopted in 2003. The aggregate number of stock option awards 
outstanding at January 31, 2009 for each director is as follows: Mr. Hersch, none; Dr. Heskett, none; 
Ms. James, none; Dr. Kollat, 6,439 options; Mr. Loomis, none; Mr. Miro, none; Mr. Swartz, none; 
Mr. Tessler, 264 options; Mrs. Wexner, 6,439 options; and Mr. Zimmerman, 6,439 options. 


Dr. Gee retired from the Board effective May 19, 2008, at the conclusion of our 2008 annual meeting. 
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REPORT OF THE COMPENSATION COMMITTEE 


The Compensation Committee of the Limited Brands Board of Directors is composed of three directors who 
are independent, as defined under the rules of the Commission and NYSE listing standards. Additionally, each 
member of the Compensation Committee is an “outside director” within the meaning of Section 162(m) of the 
Internal Revenue Code and a “non-employee director” with the meaning of Section 16b-3 under the Exchange 
Act. The Compensation Committee reviews Limited Brands’ Compensation Discussion and Analysis on behalf 
of the Board of Directors. 


The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis with 
management, and based on the review and discussions, the Compensation Committee recommended to the Board 
of Directors that the Compensation Discussion and Analysis be included in Limited Brands’ annual report on 
Form 10-K for the year ended January 31, 2009 and the Company’s proxy statement. 


Compensation Committee 
James L. Heskett, Chair 


Jeffrey H. Miro 
Jeffrey B. Swartz 
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SECURITY OWNERSHIP OF DIRECTORS AND MANAGEMENT 


The following table shows certain information about the securities ownership of all directors (and nominees) 
of Limited Brands, the executive officers of Limited Brands named in the “Summary Compensation Table” 
below and all directors and executive officers of Limited Brands as a group. 


Number of 
Shares of 
Common Stock 
Beneficially Percent 
Name of Beneficial Owner Owned(a)(b) of Class 
Shiart:By Buredoerfer sts F5.8 ee ee eee aeons hs Rae okt Sis See ee aig ae den 62,055(c) < 
Dennis:S. Hersch 4.23065. 64 ba deeeas Hie ee ee be eee Vee eho b ee SA 10,965(d) 
James L.wHeskett ¢ i.2 itn hed wa eked och, etd a whee be ae eee 19,737(d) 
Donna. A. James: «4 o.:c.8.6 5 seas Fash eee eee eA eae Lowe ba Beebe ee 20,554(d) 
David: KOM: cee asco euedh penile et hoe ichang s Sope dchern eee ede 118,288(c) 
William R: Loomis,.Jt. ..c.c44 4 ehsae cies ose ees dad bode eee ee ees 76,925(d) 
Vetirey Hs MitO: snus eevee as 24 Fe hE hades Eek RE eee eee takes 32,171(d) 
Diane L. Neéal. 2 oe ce cb04 eeead betes dada we hee de whe Bae Ree ae ee ee 39,114(c) 
Martyn'R. REdstave: .evcne coeatd cheenis ee nese da eed pe ee eo eee en 359,398(c) 
Jetirey BuSwaitz: 25.02 .6ceciadatiod Hide dee decd atop baked iis 18,528(d) 
Allan Ru Tesslet coe tn dels aden Sh ahh Pa anes} 4 adn eB Re edna s esa 77,130(c) 
Sharend: TUMey’ s isch seks eset ake we dae Sadie ee Mas Soe ea aed Be 606,64 1(c) 
Abigail Ss WEXTED <2 2c gad-34 oheddk wena ele dhe as aate SA aad ea ae ete 8,641,907(c)(e) 2.7% 
Leshe H: Wexner i..2. 3 iced iwd pie iw ita eee ote baal wade eebde ee ae deeds 56,908,839(c)(f)(g) 17.6% 
Raymond ZIMMEMAN 5 90 savee shh Ga seks oe whe ee aha eel ae haus 59,180(c)(d)(h) 
All directors and executive officers as a group ......... cece eee eee 58,669,076(c)-(h) 18.3% 


* Less than 1%. 


(a) Unless otherwise indicated, each named person has voting and investment power over the listed shares and 
such voting and investment power is exercised solely by the named person or shared with a spouse. 
However, each named person has investment but not voting power over the listed shares held in the Limited 
Brands Savings and Retirement Plan. 


(b) Reflects beneficial ownership of shares of Common Stock, and shares outstanding, as of January 31, 2009, 
except for Mr. and Mrs. Wexner whose ownership is as of March 10, 2009. 


(c) Includes the following number of shares issuable within 60 days of January 31, 2009 (March 10, 2009 for 
Mr. and Mrs. Wexner), upon the exercise or vesting of outstanding stock awards: Mr. Burgdoerfer, 36,629; 
Dr. Kollat, 6,439; Ms. Neal, 26,165; Mr. Redgrave, 296,789; Mr. Tessler, 264; Ms. Turney, 451,417; 
Mrs. Wexner, 4,216; Mr. Wexner, 1,749,093 (includes 4,216 shares issuable to Mrs. Wexner); 
Mr. Zimmerman, 6,439; and all directors and executive officers as a group, 2,678,506. 


(d) Includes the following number of deferred stock units credited to directors’ accounts under the 2003 Stock 
Award and Deferred Compensation Plan for Non-Associate Directors that could be convertible into 
Common Stock within 60 days after termination from the Board: Mr. Hersch, 10,426; Dr. Heskett, 6,639; 
Ms. James, 12,556; Mr. Loomis, 18,211; Mr. Miro, 11,632; Mr. Swartz, 18,528; and Mr. Zimmerman, 
22,068. The amounts shown do not include non-associate directors’ deferred retainers and fees denominated 
in deferred stock units under the 2003 Stock Award and Deferred Compensation Plan for Non-Associate 
Directors that will be payable in installments in shares of our Common Stock beginning more than 60 days 
following termination of such non-associate director’s service on our Board. 


(e) Excludes 48,266,932 shares beneficially owned by Mr. Wexner as to which Mrs. Wexner disclaims 
beneficial ownership. Includes 126,501 shares held by Whitebarn GRAT as to which Mrs. Wexner shares 
voting and investment power with others. Includes 8,511,190 shares directly owned by Mrs. Wexner. 
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(f) 


(g) 


(h) 


Includes 1,479,602 shares held in the Limited Brands Savings and Retirement Plan (as of February 28, 
2009), over which Mr. Wexner has investment but not voting power. 


Includes 3,300,568 shares held by Trust 600, 5,571,601 shares held by R.H.R.E.I. Trust, 3,834,399 shares 
held by Trust 400, 72,649 shares held by Issue Trust, 126,501 shares held by Whitebarn GRAT and 
8,000,000 shares held by Acorn Trust. Mr. Wexner shares voting and investment power with others with 
respect to shares held by Trust 600, R.H.R.E.I. Trust, Trust 400, Issue Trust, Whitebarn GRAT and Acorn 
Trust. Includes 168,561 shares held by The Concierge Trust. Mr. Wexner has sole voting and investment 
power over the shares held by The Concierge Trust. Includes 4,892,608 shares held by Mr. Wexner as the 
sole stockholder, director and officer of Wexner Personal Holdings Corporation. Includes 8,511,190 shares 
directly owned by Mrs. Wexner and 4,216 shares issuable to Mrs. Wexner within 60 days of March 10, 
2009 upon exercise of outstanding stock awards. Mr. Wexner may be deemed to share voting and 
investment power with respect to the shares directly owned by Mrs. Wexner and the shares issuable to 
Mrs. Wexner upon exercise of outstanding stock awards. Includes 19,202,067 shares directly owned by 
Mr. Wexner. Of the shares beneficially owned by Mr. Wexner, as of March 2009, 5,571,601 shares were 
pledged as security to a financial institution. 


Includes 2,400 shares which are Mr. Zimmerman’s pro rata share of 7,200 shares owned by a corporation of 
which Mr. Zimmerman is president and a 33% stockholder. 


SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE 


Limited Brands’ officers and directors, and persons who own more than ten percent of a registered class of 


Limited Brands’ equity securities, must file reports of ownership and changes in ownership of Limited Brands’ 
equity securities with the Commission. Copies of those reports must also be furnished to Limited Brands. 


Based solely on a review of the copies of reports furnished to Limited Brands and written representations of 


the Company’s officers and directors that no other reports were required, we believe that during fiscal 2008 our 
officers, directors and greater than ten percent beneficial owners complied with these filing requirements with the 
exception that Ms. Neal timely filed an Initial Statement of Beneficial Ownership on a Form 3 that was 
subsequently amended to correct the underreporting of beneficial ownership. 
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SHARE OWNERSHIP OF PRINCIPAL STOCKHOLDERS 


The following table sets forth the names of all persons who, as of the date indicated below, were known by 
Limited Brands to be the beneficial owners (as defined in the rules of the Commission) of more than 5% of the 
shares of Common Stock. 


Amount Percent 
Beneficially of 
Name and Address of Beneficial Owner Owned Class(4) 
Weslieulel,, WEXTET OL): 6a sscisrecte suede Ghiedae Gee. ies ndtv Maention oe Do Kae decn. Glebe ciety cy aelshce a deste 56,908,839 17.6% 


Three Limited Parkway 
P.O. Box 16000 
Columbus, OH 43216 


Capital Research Global Investors(2) 1.1.0.0... . cece cece tenes 26,809,760 8.4% 
333 South Hope Street 
Los Angeles, CA 90071 


AXA Financial, Inc.(3) 2... eee ne een nee n eee nne 19,804,767 6.2% 
1290 Avenue of the Americas 
New York, NY 10104 


(1) For a description of Mr. Wexner’s beneficial ownership, see pages 46-47 of “Security Ownership of 
Directors and Management.” 


(2) As of December 31, 2008, based on information set forth in the Schedule 13G filed February 17, 2008 by 
Capital Research Global Investors, a division of Capital Research and Management Company. Capital 
World Investors has sole dispositive power over 26,809,760 shares and sole voting power over 6,500,000 
shares. 


(3) As of December 31, 2008, based on information set forth in the Schedule 13G filed February 13, 2009 by 
AXA Financial, Inc., a member of the global AXA Group, on behalf of itself, AXA Assurance I.A.R.D. 
Mutuelle and AXA Assurances Vie Mutuelle, AXA and their respective subsidiaries. AXA Financial, Inc. 
has sole dispositive power over 15,162,628 shares and sole voting power over 11,353,562 shares. 


(4) Based on the number of shares outstanding as of January 31, 2009. 


48 


REPORT OF THE AUDIT COMMITTEE 


As provided in our written charter, the Audit Committee is instrumental in the Board’s fulfillment of its 
oversight responsibilities relating to (i) the integrity of the Company’s financial statements, (ii) the Company’s 
compliance with legal and regulatory requirements, (iii) the qualifications, independence and performance of the 
Company’s independent auditors and (iv) the performance of the Company’s internal audit function. We have the 
sole authority to appoint, compensate, retain, oversee and terminate the Company’s independent auditors. We 
pre-approve the audit services and non-audit services to be provided by the Company’s independent auditors. In 
addition, we evaluate the independent auditors’ qualifications, performance and independence and present our 
conclusions with respect to the independent auditors to the full Board on at least an annual basis. 


It is not the duty of the Audit Committee to plan or conduct audits or to determine that the Company’s 
financial statements are complete and accurate and are in accordance with generally accepted accounting 
principles. This is the responsibility of management and the independent auditors. Furthermore, while we are 
responsible for reviewing the Company’s policies and practices with respect to risk assessment and management, 
it is the responsibility of the CEO and senior management to determine the appropriate level of the Company’s 
exposure to risk. 


We have reviewed and discussed Limited Brands’ audited financial statements as of and for the year ended 
January 31, 2009 and met with both management and our independent auditors to discuss the financial 
statements. Management has represented to us that the financial statements were prepared in accordance with 
generally accepted accounting principles. We have reviewed with the internal auditors and independent auditors 
the overall scope and plans for their respective audits. We also met with the internal auditors and independent 
auditors, with and without management present, to discuss the results of their examinations and their evaluations 
of the Company’s internal controls. 


We have also discussed with the independent auditors all matters required to be discussed with audit 
committees by Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1, 
AU Section 380), as adopted by the Public Company Accounting Oversight Board in Rule 3200T. The 
Company’s independent auditors also provided to us the written disclosures and the letter required by applicable 
requirements of the Public Company Accounting Oversight Board regarding the independent auditor’s 
communications with the audit committee concerning independence, and we discussed with the independent 
auditors their independence from the Company. We considered whether the provision of non-audit services by 
the independent auditors to the Company is compatible with maintaining their independence. 


Based on the reviews and discussions summarized in this Report, and subject to the limitations on our role 
and responsibilities, certain of which are referred to above and in the Audit Committee charter, we recommended 
to the Board that Limited Brands’ audited financial statements be included in our annual report on Form 10-K for 
the year ended January 31, 2009 for filing with the Commission. 


We have appointed Ernst & Young LLP as Limited Brand’s independent registered public accountants. 
Audit Committee 
Donna A. James, Chair 
William R. Loomis, Jr. 


Allan R. Tessler 
Raymond Zimmerman 
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INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS 


During our 2008 fiscal year, Ernst & Young LLP served as the Company’s independent registered public 
accountants and in that capacity rendered an opinion on our consolidated financial statements as of and for the 
fiscal year ended January 31, 2009. The Audit Committee annually reviews the selection of independent 
registered public accountants and has selected Ernst & Young LLP as the Company’s independent registered 
public accountants for the current fiscal year. 


Audit fees 


The aggregate audit fees payable to Ernst & Young LLP for the fiscal years ended 2008 and 2007 were 
approximately $5,416,000 and $7,315,000, respectively. These amounts include fees for professional services 
rendered by Ernst & Young LLP in connection with the audit of our consolidated financial statements and 
reviews of our unaudited consolidated interim financial statements as well as fees for services that generally only 
the independent auditor can reasonably be expected to provide, including comfort letters and consultation 
regarding financial accounting and/or reporting standards. These amounts also include fees for services rendered 
in connection with the audit of our internal control over financial reporting and fees for services rendered in 
connection with statutory audits of our international subsidiaries’ financial statements. 


Audit related fees 


The aggregate fees for assurance and related services rendered by Ernst & Young LLP that were reasonably 
related to the audit of our consolidated financial statements for the fiscal years ended 2008 and 2007 were 
approximately $429,000 and $672,000, respectively. The fees under this category are for assurance and related 
services that are traditionally performed by the independent auditor and include audits of employee benefit plans, 
agreed upon procedures and other attest engagements. 


Tax fees 


The aggregate fees for tax services rendered by Ernst & Young LLP for the fiscal years ended 2008 and 
2007 were approximately $50,000 and $6,000, respectively. Tax fees include tax compliance and advisory 
services. 


All other fees 


Other than as described above, there were no other services rendered by Ernst & Young LLP for the fiscal 
years ended 2008 or 2007. 


Pre-approval policies and procedures 


The Audit Committee pre-approves all audit and non-audit services to be provided by Ernst & Young LLP 
in a given fiscal year. 
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OTHER MATTERS 


The Board of Directors knows of no other matters to be brought before the annual meeting. However, if 
other matters should come before the meeting, each of the persons named as a proxy intends to vote in 
accordance with his or her judgment on such matters. 


STOCKHOLDER PROPOSALS FOR NEXT YEAR 


Stockholder proposals pursuant to Rule 14a-8. 


Proposals submitted for inclusion in the proxy statement for the 2010 annual meeting must be received by 
the Secretary of Limited Brands at our principal executive offices on or before the close of business on 
December 9, 2009. 


Other stockholder proposals. 


If a stockholder intends to present a proposal or nominate a person for election as a director at the 2010 
annual meeting other than as described above, the stockholder must comply with the requirements set forth in our 
Bylaws. The Bylaws require, among other things, that the Secretary receive written notice of the intent to present 
a proposal or nomination no earlier than February 26, 2010 and no later than April 5, 2010. The notice must 
contain the information required by the Bylaws. 


SOLICITATION EXPENSES 
We will pay the expense of preparing, assembling, printing and mailing the proxy form and the form of 
material used in solicitation of proxies. Our directors or employees may solicit proxies by telephone, facsimile 
and personal solicitation, in addition to the use of the mail. We do not expect to pay any compensation for the 


solicitation of proxies. 


By Order of the Board of Directors 


Leslie H. Wexner 
Chairman of the Board 
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LIMITED BRANDS, INC. 


1993 STOCK OPTION AND PERFORMANCE INCENTIVE PLAN 
(2009 Restatement) 


ARTICLE I 
ESTABLISHMENT AND PURPOSE 


1.01. Establishment and Effective Date. Effective on February 26, 1993, Limited Brands, Inc., a Delaware 
corporation (the “Company”, established this stock incentive plan known as the “Limited Brands, Inc. 1993 
Stock Option and Performance Incentive Plan.” (the “Plan’”). The Plan was subsequently amended, restated and 
approved by stockholders on May 17, 2004, further amended and restated effective on March 15, 2007, on 
November 6, 2008 and, most recently effective on May 27, 2009. 


The 2008 restatement of the Plan included amendments required in order to bring the Plan into compliance 
with Section 409A of the Internal Revenue Code of 1986, as amended (“Code”) and the Treasury Regulations 
promulgated thereunder (“Reg.”), and shall apply only with respect to awards under the Plan (or portions of such 
awards) that are earned and vested on and after January 1, 2005. Awards (or portions of such awards) that were 
earned and vested on or before December 31, 2004 are intended to be grandfathered from the application of Code 
Section 409A, unless such awards are materially modified with respect to the terms and conditions in place on 
October 2, 2004, in which case such awards would become subject to Code Section 409A and the related 
provisions of the Plan applicable to awards subject to Code Section 409A. 


The 2009 restatement of the Plan includes the addition of 2,000,000 shares to the shares available for awards 
under the Plan pursuant to Section 2.02, amends the eligibility provisions of Section 4.01 and makes certain other 
administrative amendments. 


1.02. Purpose. The Company desires to attract and retain the best available executive and key management 
associates, consultants and other advisors, for itself and its subsidiaries and affiliates and to encourage the highest 
level of performance by such associates in order to serve the best interests of the Company and its stockholders. 
The Plan is expected to contribute to the attainment of these objectives by offering eligible associates, 
consultants and other advisors the opportunity to acquire stock ownership interests in the Company, and other 
rights with respect to stock of the Company, and to thereby provide them with incentives to put forth maximum 
effort for the success of the Company and its subsidiaries. 


ARTICLE I 
AWARDS 


2.01. Form of Awards. Awards under the Plan may be granted in any one or all of the following forms: 
(i) incentive stock options (“Incentive Stock Options”) meeting the requirements of Code Section 422; 
(ii) nonstatutory stock options (““Nonstatutory Stock Options”) (unless otherwise indicated, references in the 
Plan to Options shall include both Incentive Stock Options and Nonstatutory Stock Options); (iii) stock 
appreciation rights (“Stock Appreciation Rights”), as described in Article VII, which may be awarded either in 
tandem with Options (“Tandem Stock Appreciation Rights”) or on a stand-alone basis (“Nontandem Stock 
Appreciation Rights’); (iv) units representing shares of common stock of the Company (“Common Stock’) 
which are restricted as provided in Article XI (“Restricted Share Units”); (v) units representing shares of 
Common Stock, as described in Article XII (“Performance Units”); (vi) shares of unrestricted Common Stock 
(“Unrestricted Shares”); and (vi) tax offset payments (“Tax Offset Payments”), as described in Article XIV. In 
addition, awards may be granted as “Substitute Awards”, which are awards granted in assumption of, or in 
substitution for, any outstanding awards previously granted by a company acquired by the Company or with 
which the Company (or a subsidiary thereof) combines. Substitute Awards shall be granted in accordance with 
procedures complying with Section 409A of the Code and regulations thereunder. 
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2.02. Maximum Shares Available. The maximum aggregate number of shares of Common Stock available 
for award under this Plan as of the Plan’s effective date is 18,996,252 subject to adjustment pursuant to Article 
XV, plus shares of Common Stock issuable upon the exercise of Substitute Awards; provided, however, that no 
more than 12,379,939 of shares of Common Stock may be issued other than pursuant to awards of Options or 
Stock Appreciation Rights under the Plan. All shares available for award under the Plan may be awarded in the 
form of Incentive Stock Options. In addition, Tax Offset Payments which may be awarded under the Plan will 
not exceed the number of shares available for issuance under the Plan. Shares of Common Stock issued pursuant 
to the Plan may be either authorized but unissued shares or issued shares reacquired by the Company. In the 
event that prior to the end of the period during which Options may be granted under the Plan, any Option or any 
Nontandem Stock Appreciation Right granted under the Plan or granted and outstanding under the Plan prior to 
its 2009 amendment and restatement expires unexercised or is terminated, surrendered or canceled (other than in 
connection with the exercise of a Stock Appreciation Right) without being exercised in whole or in part for any 
reason, or any Restricted Share Units or Performance Units are forfeited, or if such awards are settled in cash in 
lieu of shares of Common Stock, then the shares to which any such award relates may, at the discretion of the 
Committee (as defined below) to the extent permissible under Rule 16b-3 under the Securities Exchange Act of 
1934 (the “Act’), be made available for subsequent awards under the Plan, upon such terms as the Committee 
may determine; provided, however, that the foregoing shall not apply to or in respect of Substitute Awards. 


ARTICLE II 
ADMINISTRATION 


3.01. Committee. The Plan shall be administered by a Committee (the “Committee”) appointed by the 
Company’s Board of Directors (the “Board’”) and consisting of not less than two (2) members of the Board. Each 
member of the Committee shall be an “outside director” (within the meaning of Code Section 162(m)) and a 
“non-employee director” (within the meaning of Rule 16b-3(b)(3)(i) under the Act). 


3.02. Powers of Committee. Subject to the express provisions of the Plan, the Committee shall have the 
power and authority (i) to grant Options and to determine the purchase price of the Common Stock covered by 
each Option, the term of each Option, the number of shares of Common Stock to be covered by each Option and 
any performance objectives or vesting standards applicable to each Option; (ii) to designate Options as Incentive 
Stock Options or Nonstatutory Stock Options and to determine which Options, if any, shall be accompanied by 
Tandem Stock Appreciation Rights; (iii) to grant Tandem Stock Appreciation Rights and Nontandem Stock 
Appreciation Rights and to determine the terms and conditions of such rights; (iv) to grant Restricted Share Units 
and to determine the term of the restricted period and other conditions and restrictions applicable to such shares; 
(v) to grant Performance Units and to determine the performance objectives, performance periods and other 
conditions applicable to such units; (vi) to grant Unrestricted Shares; (vi) to determine the amount of, and to 
make, Tax Offset Payments; and (vii) to determine the associates to whom, and the time or times at which, 
Options, Stock Appreciation Rights, Restricted Share Units, Performance Units, and Unrestricted Shares shall be 
granted. 


3.03. Delegation. The Committee may delegate to one or more of its members or to any other person or 
persons such ministerial duties as it may deem advisable; provided, however, that the Committee may not 
delegate any of its responsibilities hereunder if such delegation will cause (1) transactions under the Plan to fail to 
comply with Section 16 of the Act or (ii) the Committee to fail to qualify as “outside directors” under Code 
Section 162(m). The Committee may also employ attorneys, consultants, accountants or other professional 
advisors and shall be entitled to rely upon the advice, opinions or valuations of any such advisors. 


3.04. Interpretations. The Committee shall have sole discretionary authority to interpret the terms of the 
Plan, to adopt and revise rules, regulations and policies to administer the Plan and to make any other factual 
determinations which it believes to be necessary or advisable for the administration of the Plan. All actions taken 
and interpretations and determinations made by the Committee in good faith shall be final and binding upon the 
Company, all associates who have received awards under the Plan and all other interested persons. 
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3.05. Liability; Indemnification. No member of the Committee, nor any person to whom duties have been 
delegated, shall be personally liable for any action, interpretation or determination made with respect to the Plan 
or awards made thereunder, and each member of the Committee shall be fully indemnified and protected by the 
Company with respect to any liability he or she may incur with respect to any such action, interpretation or 
determination, to the extent permitted by applicable law and to the extent provided in the Company’s Certificate 
of Incorporation and Bylaws, as amended from time to time. 


ARTICLE IV 
ELIGIBILITY 


4.01. Eligibility. Any associate, consultant or other advisor of, or any other individual who provides services 
to (x) the Company or any subsidiary or affiliate or (y) any joint venture in which the Company or any subsidiary 
or affiliate holds at least a 40% interest, shall be eligible to be selected to receive a compensatory award under or 
to be a “Participant” in the Plan. In determining the individuals to whom awards shall be granted and the 
number of shares to be covered by each award, the Committee shall take into account the nature of the services 
rendered by such individuals, their present and potential contributions to the success of the Company and its 
subsidiaries and such other factors as the Committee in its sole discretion shall deem relevant. The Committee 
shall ensure that Common Stock underlying any award hereunder qualifies as “service recipient stock”, within 
the meaning of Section 409A of the Code and the regulations thereunder. “Participant” means any individual 
granted an award hereunder. No Participant may be granted in any calendar year awards covering more than 
2,000,000 shares of Common Stock. 


ARTICLE V 
STOCK OPTIONS 


5.01. Grant of Options. Options may be granted under this Plan for the purchase of shares of Common 
Stock. Options shall be granted in such form and upon such terms and conditions, including the satisfaction of 
corporate or individual performance objectives and other vesting standards, as the Committee shall from time to 
time determine. On or before the date of grant of an Option, the Committee shall designate the number of shares 
of Common Stock covered by such Option, the option price of such Option, and the recipient of the Option. 


5.02. Option Price. The option price of each Option to purchase Common Stock shall be determined by the 
Committee not later than the date of the grant, but (except in the case of Substitute Awards) shall not be less than 
100 percent of the Fair Market Value (as defined in Section 19.01 of the Common Stock subject to such Option 
on the date of grant. The option price so determined shall also be applicable in connection with the exercise of 
any Tandem Stock Appreciation Right granted with respect to such Option. 


5.03. Term of Options. The term of each Option granted under the Plan shall not exceed ten (10) years from 
the date of grant, subject to earlier termination as provided in Articles [X and X, except as otherwise provided in 
Section 6.01 with respect to ten (10) percent stockholders of the Company. 


5.04. Exercise of Options. Subject to the provisions of Article XIX (“Miscellaneous Provisions”), an Option 
may be exercised, in whole or in part, at such time or times as the Committee shall determine. The Committee 
may, in its discretion, accelerate the exercisability of any Option at any time. Options may be exercised by a 
Participant by giving notice to the Committee, in writing or in such other manner as the Committee may permit, 
stating the number of shares of Common Stock with respect to which the Option is being exercised and tendering 
payment therefor. Payment for the Common Stock issuable upon exercise of the Option shall be made in full in 
cash or by certified check or, if the Committee, in its sole discretion, permits, in shares of Common Stock 
(valued at Fair Market Value on the date of exercise). As soon as reasonably practicable following such exercise, 
a certificate representing the shares of Common Stock purchased, registered in the name of the Participant, shall 
be delivered to the Participant. 
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5.05. Cancellation of Stock Appreciation Rights. Upon exercise of all or a portion of an Option, the related 
Tandem Stock Appreciation Rights shall be canceled with respect to an equal number of shares of Common 
Stock. 


ARTICLE VI 
SPECIAL RULES APPLICABLE TO INCENTIVE STOCK OPTIONS 


6.01. Ten Percent Stockholder. Notwithstanding any other provision of this Plan to the contrary, any 
associates who are full-time employees of the Company and its present and future subsidiaries, shall be eligible 
for awards of Incentive Stock Options. However, no such associate may receive an Incentive Stock Option under 
the Plan if such associate, at the time the award is granted, owns (after application of the rules contained in Code 
Section 424(d)) stock possessing more than ten (10) percent of the total combined voting power of all classes of 
stock of the Company or its subsidiaries, unless (i) the option price for such Incentive Stock Option is at least 
110 percent of the Fair Market Value of the Common Stock subject to such Incentive Stock Option on the date of 
grant and (ii) such Option is not exercisable after the date five (5) years from the date such Incentive Stock 
Option is granted. 


6.02. Limitation on Grants. The aggregate Fair Market Value (determined with respect to each Incentive 
Stock Option at the time such Incentive Stock Option is granted) of the shares of Common Stock with respect to 
which Incentive Stock Options are exercisable for the first time by an associate during any calendar year (under 
this Plan or any other plan of the Company or a subsidiary) shall not exceed $100,000. 


6.03. Limitations on Time of Grant. No grant of an Incentive Stock Option shall be made under this Plan 
more than ten (10) years after the earlier of the date of adoption of the Plan by the Board or the date the Plan is 
approved by stockholders. 


ARTICLE VII 
STOCK APPRECIATION RIGHTS 


7.01. Grants of Stock Appreciation Rights. Tandem Stock Appreciation Rights may be awarded by the 
Committee in connection with any Option granted under the Plan, at the time the Option is granted, and shall be 
subject to the same terms and conditions as the related Option, except that the medium of payment may differ. 
Nontandem Stock Appreciation Rights may be granted by the Committee at any time. On or before the date of 
grant of a Nontandem Stock Appreciation Right, the Committee shall specify the number of shares of Common 
Stock covered by such right, the base price of shares of Common Stock to be used in connection with the 
calculation described in Section 7.04 below, and the recipient of the award. Except in the case of a Substitute 
Award, the base price of a Nontandem Stock Appreciation Right shall be not less than 100 percent of the Fair 
Market Value of a share of Common Stock on the date of grant. Stock Appreciation Rights shall be subject to 
such terms and conditions not inconsistent with the other provisions of this Plan as the Committee shall 
determine. 


7.02. Limitations on Exercise. Subject to the provisions of Articles IX, X and XIX, a Tandem Stock 
Appreciation Right shall be exercisable only to the extent that the related Option is exercisable and shall be 
subject to the same exercise period as the related Option, which shall be set forth in the applicable agreement on 
or before the date of grant. Upon the exercise of all or a portion of Tandem Stock Appreciation Rights, the 
related Option shall be canceled with respect to an equal number of shares of Common Stock. Shares of Common 
Stock subject to Options, or portions thereof, surrendered upon exercise of a Tandem Stock Appreciation Right, 
shall not be available for subsequent awards under the Plan. Subject to the provisions of Article XIX, a 
Nontandem Stock Appreciation Right shall be exercisable during such period as the Committee shall determine, 
which shall be set forth in the applicable agreement on or before the date of grant. 
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7.03. Term of Stock Appreciation Rights. The term of each Stock Appreciation Right granted under the Plan 
shall not exceed ten (10) years from the date of grant, subject to earlier termination as provided in Articles IX 
and X. 


7.04. Surrender or Exchange of Tandem Stock Appreciation Rights. A Tandem Stock Appreciation Right 
shall entitle the Participant to surrender to the Company unexercised the related option, or any portion thereof, 
and to receive from the Company in exchange therefor that number of shares of Common Stock having an 
aggregate Fair Market Value equal to (A) the excess of (i) the Fair Market Value of one (1) share of Common 
Stock as of the date the Tandem Stock Appreciation Right is exercised over (ii) the option price per share 
specified in such Option, multiplied by (B) the number of shares of Common Stock subject to the Option, or 
portion thereof, which is surrendered. Cash shall be delivered in lieu of any fractional shares. 


7.05. Exercise of Nontandem Stock Appreciation Rights. The exercise of a Nontandem Stock Appreciation 
Right shall entitle the Participant to receive from the Company that number of shares of Common Stock having 
an aggregate Fair Market Value equal to (A) the excess of (i) the Fair Market Value of one (1) share of Common 
Stock as of the date on which the Nontandem Stock Appreciation Right is exercised over (ii) the base price of the 
shares covered by the Nontandem Stock Appreciation Right, multiplied by (B) the number of shares of Common 
Stock covered by the Nontandem Stock Appreciation Right, or the portion thereof being exercised. Cash shall be 
delivered in lieu of any fractional shares. 


7.06. Settlement of Stock Appreciation Rights. As soon as is reasonably practicable after the exercise of a 
Stock Appreciation Right, the Company shall (i) issue, in the name of the Participant, stock certificates 
representing the total number of full shares of Common Stock to which the Participant is entitled pursuant to 
Section 7.03 or 7.04 hereof, and cash in an amount equal to the Fair Market Value, as of the date of exercise, of 
any resulting fractional shares, and (ii) if the Committee causes the Company to elect to settle all or part of its 
obligations arising out of the exercise of the Stock Appreciation Right in cash pursuant to Section 7.06, deliver to 
the Participant an amount in cash equal to the Fair Market Value, as of the date of exercise, of the shares of 
Common Stock it would otherwise be obligated to deliver. 


7.07. Cash Settlement. The Committee, in its discretion, may cause the Company to settle all or any part of 
its obligation arising out of the exercise of a Stock Appreciation Right by the payment of cash in lieu of all or 
part of the shares of Common Stock it would otherwise be obligated to deliver in an amount equal to the Fair 
Market Value of such shares on the date of exercise. 


ARTICLE VII 
NONTRANSFERABILITY OF OPTIONS AND STOCK APPRECIATION RIGHTS 


8.01. Nontransferability of Options and Stock Appreciation Rights. No Option or Stock Appreciation Right 
may be transferred, assigned, pledged or hypothecated (whether by operation of law or otherwise), except as 
provided by will or the applicable laws of descent and distribution, and no Option or Stock Appreciation Right 
shall be subject to execution, attachment or similar process. Any attempted assignment, transfer, pledge, 
hypothecation or other disposition of an Option or a Stock Appreciation Right not specifically permitted herein 
shall be null and void and without effect. An Option or Stock Appreciation Right may be exercised by a 
Participant only during the Participant’s lifetime, or following the Participant’s death pursuant to Article X. 


ARTICLE IX 
TERMINATION OF EMPLOYMENT 
9.01. Exercise after Termination of Employment. “Termination of Employment” shall mean “separation 


from service” as that term is defined in Code Section 409A and the Treasury Regulations thereunder. Except as 
the Committee may at any time provide, in the event that the employment of a Participant shall be terminated 
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either by the Participant or by the Participant’s employer (for reasons other than death, disability or Cause), any 
Option or Stock Appreciation Right granted to such Participant may be exercised (to the extent that the 
Participant was entitled to do so at the time of Participant’s Termination of Employment) at any time within one 
(1) year after such Termination of Employment, but in no case later than the date of expiration of the original 
term of the Option or Stock Appreciation Right; provided, however, that if an Incentive Stock Option is not 
exercised within three (3) months following Termination of Employment, it shall be treated as a Nonstatutory 
Stock Option. Notwithstanding the foregoing, if an Option or Stock Appreciation Right was granted prior to 
May 19, 2003 with an option price equal to or less than $12.50 per share, such Option or Stock Appreciation 
Right may be exercised (to the extent that the Participant was entitled to do so at the time of the Termination of 
Employment) at any time within three (3) months following Termination of Employment for reasons other than 
death, disability or Cause, but in no case later than the date of expiration of the term of the Option or Stock 
Appreciation Right. If the Participant’s employment is terminated by the Participant’s employer for Cause and 
the Option or Stock Appreciation Right was granted prior to May 19, 2003, any such Option or Stock 
Appreciation Right granted to such Participant may be exercised (to the extent that the Participant was entitled to 
do so at the time of his Termination of Employment) at any time within three (3) months after such Termination 
of Employment for cause, but in no case later than the date of expiration of the original term of the Option or 
Stock Appreciation Right. If the Option or Stock Appreciation Right was granted after May 18, 2003, except as 
the Committee may at any time provide any such Option or Stock Appreciation Right may be exercised (to the 
extent that the Participant was entitled to do so at the time of the Termination of Employment) at any time within 
thirty (30) days after such Termination of Employment, but in no case later than the date of expiration of the 
original term of the Option or Stock Appreciation Right. Any Options or Stock Appreciation Rights that are not 
exercisable on the date of a Termination of Employment for any reason shall lapse. In no event may an Option or 
Stock Appreciation Right be exercised after the expiration of the original term of the Option or Stock 
Appreciation Right. 


9.02. Total Disability. Except as the Committee may at any time provide, in the event that a Participant to 
whom an Option or Stock Appreciation Right has been granted under the Plan shall become totally disabled, such 
Option or Stock Appreciation Right may be exercised at any time within one (1) year after the Participant’s 
Termination of Employment due to total disability, to the extent that the Participant was entitled to do so at the 
time of his Termination of Employment (it being understood that such termination occurs after nine (9) months 
of absence from work due to the total disability), but in no case later than the date of expiration of the original 
term of the Option or Stock Appreciation Right. Notwithstanding the foregoing, for purposes of exercising 
Incentive Stock Options, a Participant shall be deemed to have a Termination of Employment if the Participant is 
absent from work for three (3) months due to total disability, where the date of such Termination of Employment 
shall be the last date of active employment before the three (3) month period; in this event, if such Participant is a 
Participant and fails to exercise an Incentive Stock Option within three (3) months following such deemed 
Termination of Employment, such Incentive Stock Option shall be treated as a Nonstatutory Stock Option. For 
purposes hereof, “total disability” shall have the definition set forth in the Limited Brands, Inc. Long-Term 
Disability Plan, which definition is hereby incorporated by reference. 


ARTICLE X 
DEATH OF PARTICIPANT 


10.01. Death of Participant While Employed. If a Participant to whom an Option or Stock Appreciation 
Right has been granted under the Plan shall die while employed by or otherwise providing services to the 
Company or one of its subsidiaries or affiliates, such Option or Stock Appreciation Right shall become fully 
exercisable by the Participant’s beneficiary (as indicated on the appropriate form provided by or otherwise 
providing services to the Company), or if no beneficiary is so indicated, then by the estate or person who acquires 
the right to exercise such Option or Stock Appreciation Right upon the Participant’s death by bequest or 
inheritance. Such exercise may occur at any time within one (1) year after the date of the Participant’s death (or 
such other period as the Committee may at any time provide), but in no case later than the date of expiration of 
the original term of the Option or Stock Appreciation Right. 
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10.02. Death of Participant Following Termination of Employment. If a Participant to whom an Option or 
Stock Appreciation Right has been granted under the Plan shall die after the date of the Participant’s Termination 
of Employment, but before the end of the period provided under the Plan by which a terminated Participant may 
exercise such Option or Stock Appreciation Right, such Option or Stock Appreciation Right may be exercised, to 
the extent that the Participant was entitled to do so at the time of the Participant’s death, by the Participant’s 
beneficiary (as indicated on the appropriate form provided by the Company), or if no beneficiary is so indicated, 
then by the estate or person who acquires the right to exercise such Option or Stock Appreciation Right upon the 
Participant’s death by bequest or inheritance. Such exercise may occur at any time within the period in which the 
terminated Participant could have exercised such Option or Stock Appreciation Right if the Participant had not 
died, (or such other period as the Committee may at any time provide), but in no case later than the date of 
expiration of the original term of the Option or Stock Appreciation Right. 


ARTICLE XI 
RESTRICTED SHARE UNITS (“RSUs’”) 


11.01. Grant of Restricted Share Units. The Committee may from time to time cause the Company to grant 
RSUs under the Plan to Participants, subject to such restrictions, conditions and other terms as the Committee 
may determine. For purposes of clarification, grants under the Plan made through the end of the 2008 calendar 
year whose terms and conditions were entitled “Restricted Stock” and “Restricted Shares” were in fact grants of 
RSUs and were treated in a manner consistent with RSUs. RSU awards represent an unfunded promise to pay the 
Participant a specified number of shares of Common Stock (or cash equivalent, as applicable) in the future if the 
conditions of the RSU award are satisfied and the RSU award is not otherwise forfeited prior to the stated date of 
delivery, under the terms and conditions applicable to such award. 


11.02. Restrictions. At the time a grant of RSUs is made, the Committee shall establish a period of time (the 
“Restricted Period”) applicable to such RSUs. Each grant of RSUs may be subject to a different Restricted 
Period. The Committee may, in its sole discretion, at the time a grant is made, prescribe restrictions in addition to 
or other than the expiration of the Restricted Period, including the satisfaction of corporate or individual service 
or performance objectives, which shall be applicable to all or any portion of the RSUs. Except with respect to 
grants of RSUs intended to qualify as performance-based compensation for purposes of Code Section 162(m), 
the Committee may also, in its sole discretion, waive any restrictions applicable to all or a portion of such RSUs, 
provided that the applicable terms and conditions are set forth on or before the date of grant of the award to the 
extent required to comply with Code Section 409A. None of the RSUs may be sold, transferred, assigned, 
pledged or otherwise encumbered or disposed of. Unless otherwise provided under the terms of the award, upon 
the death of a Participant, any conditions applicable to RSUs which have been granted to such Participant will be 
deemed to have been satisfied and the Restricted Period, if any, applicable to Restricted RSUs held by such 
Participant, will be deemed to have expired. Unless otherwise provided under the terms of the award, upon the 
retirement of a Participant, the restrictions and conditions, if any, applicable to any RSUs which have been 
granted to such Participant will be deemed to have been satisfied with respect to that percentage of the RSUs 
equal to (i) the number of complete months between the first day of the Restricted Period and the date of the 
Participant’s retirement, divided by (ii) the number of complete months in the Restricted Period. Any RSUs 
granted to a Participant for which the restrictions and conditions are not deemed to have expired pursuant to the 
preceding sentence shall be forfeited in accordance with Section 11.05. For purposes of this Article XI, 
“retirement” shall mean a Participant’s Termination of Employment following the date on which a Participant 
has attained age 55 and completed seven years of service with the Company. An award may also provide for full 
or pro-rata vesting upon other events, such as upon a Change in Control or upon Termination of Employment as 
a result of total disability, or for other reasons, provided that any such applicable terms and conditions are set 
forth on or before the date of grant of the award. 


11.03. [Reserved]. 
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11.04. Rights of Holders of Restricted Share Units. Except as determined by the Committee not later than 
the date of grant of RSUs, Participants to whom RSUs have been granted shall not have the right to vote such 
shares or the right to receive any dividends with respect to such shares, except as provided in Section 11.08 with 
respect to dividend equivalents. All distributions, if any, received by a Participant with respect to RSUs as a 
result of any stock split-up, stock distribution, a combination of shares, or other similar transaction shall be 
subject to the restrictions of this Article XI and the adjustment provisions of Article XV. 


11.05. Forfeiture Upon Termination of Employment. Except as provided in Section 11.02 and Article XVIII, 
and as the Committee may provide in the terms of any award on or before the date of grant, any RSUs granted to 
a Participant pursuant to the Plan shall be forfeited if the Participant experiences a Termination of Employment 
either by the Participant or the Participant’s employer for reasons other than death prior to the expiration of the 
Restricted Period and the satisfaction of any other conditions applicable to such RSUs. In addition, if the 
Participant’s Termination of Employment occurs as a result of retirement (as defined in Section 11.02), any 
RSUs which do not vest in accordance with Section 11.02 shall be forfeited. 


11.06. Delivery of Shares. Unless an election is made under Section 11.08 to defer the settlkement of RSUs, 
and unless otherwise provided in the terms of any award, upon the expiration or termination of the Restricted 
Period and the satisfaction of any other conditions prescribed by the Committee, RSUs shall be settled by 
delivery of a stock certificate for the number of shares associated with the award with respect to which the 
restrictions have expired or the terms and conditions have been satisfied to the Participant or the Participant’s 
beneficiary or estate, as the case may be. Such payment in settlement shall be made promptly, but in any event 
not later then (i) the end of the year in which the Restricted Period ended and the conditions were satisfied or 
(ii) if later, the 15 day of the third calendar month following the date on which the Restricted Period ended, 
provided that the award holder will not be permitted, directly or indirectly, to designate the taxable year of 
settlement. The Participant may be required to execute a release of claims against the Company and its 
subsidiaries in this event. If an election is made under Section 11.08 to defer the settlement of RSUs, delivery 
shall occur as described here but upon the date or dates of delivery in accordance with Section 11.09 and the 
deferral election. Notwithstanding the above, if the Participant is a “specified employee,” as that term is defined 
in Code Section 409A and the Treasury Regulations thereunder, and is entitled to receive a payment upon 
Termination of Employment or on a date determinable based on the date of Termination of Employment (and not 
a pre-determined fixed date or schedule), then, except in the event of the Participant’s death after such 
Termination of Employment, such payment shall be delayed by at least six (6) months after the date of such 
Participant’s Termination of Employment to the extent required by Section 409A. 


11.07. Performance-Based Objectives. At the time of the grant of RSUs to a Participant, and prior to the 
beginning of the performance period to which performance objectives relate, the Committee may establish 
performance objectives based on any one or more of the following, which may be expressed with respect to the 
Company or one or more operating units or groups, as the Committee may determine: price of Company 
Common Stock or the stock of any affiliate, shareholder return, return on equity, return on investment, return on 
capital, sales productivity, comparable store sales growth, economic profit, economic value added, net income, 
operating income, gross margin, sales, free cash flow, earnings per share, operating company contribution or 
market share. These factors shall have a minimum performance standard below which, and a maximum 
performance standard above which, no payments will be made. These performance goals may be based on an 
analysis of historical performance and growth expectations for the business, financial results of other comparable 
businesses, and progress towards achieving the long-range strategic plan for the business. These performance 
goals and determination of results shall be based entirely on financial measures. The Committee shall specify 
how any performance objectives shall be adjusted to the extent necessary to prevent dilution or enlargement of 
any award as a result of extraordinary events or circumstances, as determined by the Committee, or to exclude 
the effects of extraordinary, unusual, or non-recurring items; changes in applicable laws, regulations, or 
accounting principles; currency fluctuations; discontinued operations; non-cash items, such as amortization, 
depreciation, or reserves; asset impairment; or any recapitalization, restructuring, reorganization, merger, 
acquisition, divestiture, consolidation, spin-off, split-up, combination, liquidation, dissolution, sale of assets, or 
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other similar corporation transaction; provided, however, that no such adjustment will be made if the effect of 
such adjustment would cause an award to fail to qualify as performance-based compensation within the meaning 
of Code Section 162(m). The Committee may not use any discretion to modify award results except as permitted 
under Code Section 162(m). In addition, with respect to any RSUs granted that are intended to be “performance- 
based” for purposes of Code Section 162(m) and relate to a performance period that begins on or after January 1, 
2009, such award shall not be payable upon Termination of Employment for any reason other than due to death, 
total disability (as defined in Article IX) or upon a Change in Control (as defined in Article XVII), unless the 
payment is based on achievement of the associated performance objectives. To the extent that the award is 
subject to Code Section 409A, payment upon Termination of Employment in connection with a Change in 
Control must be made upon a Change in Control that satisfies the definition of “change in control event” in Code 
Section 409A and the Treasury Regulations thereunder, unless otherwise permitted in satisfaction of the 
alternative payment rules under Code Section 409A and the Treasury Regulations thereunder. 


11.08. Deferred Restricted Share Units. The Committee may permit a Participant who has been designated 
to receive an RSU award to elect to defer the receipt of the shares in settlement of such RSU award as well as the 
form of payment of such deferred RSUs. For purposes of clarification, grants under the Plan made through the 
end of the 2008 calendar year whose applicable terms and conditions were entitled “Restricted Stock” and 
“Restricted Shares” were in fact grants of RSUs and were treated in a manner consistent with RSUs; in addition, 
such grants made during the years 2006 through the end of the 2008 calendar year and which indicate that the 
“Restricted Stock” or “Restricted Shares” may instead be elected to be “received” as RSUs, were grants of RSUs 
where the Participant was permitted to elect to defer the receipt of the shares associated with the settlement of the 
RSU award to a later date, in accordance with the terms and conditions providing for such election in the terms 
and conditions accompanying such awards. 


All elections under this Section 11.08 to defer the settlement of an RSU award must be made in accordance 
with the requirements of Code Section 409A. Any election not in compliance with such requirements shall be 
treated as invalid and the deferral election shall be disregarded and distribution of the shares upon settlement of 
the awards shall be made as though the Participant did not elect to defer. For this purpose, an invalid deferral 
election shall include (but is not limited to) a deferral election that (i) is not executed (regardless of when 
received), (11) is executed but received after the applicable irrevocable date, or (iii) cannot otherwise become 
effective under applicable rules. If a valid deferral election is incomplete, the deferral election shall be honored 
and distribution of the shares attributable to the awards shall be made as though the Participant elected a deferred 
lump sum payment For this purpose, a valid but incomplete deferral election is one that has been received and 
executed on or before the applicable irrevocable date, but does not indicate the form of payment (lump sum 
versus installments), or indicates an election for installment payments but not the number of installment 
payments. Unless the award agreement and terms and conditions accompanying specific awards indicate 
otherwise, or as otherwise provided in the Plan, the deferred RSUs shall be subject to the same restrictions, 
conditions and forfeiture provisions as the associated nondeferred RSUs. 


Except as determined otherwise by the Committee on or before grant and as set forth in the terms and 
conditions accompanying such awards, during the Restricted Period with respect to RSUs, Participants shall not 
have the right to receive any dividends. After the end of the Restricted Period and prior to the time that shares of 
Common Stock are transferred to the Participant, within sixty (60) days after the date of payment of a dividend 
by the Company on its shares of Common Stock, the Participant shall be credited with “dividend equivalents” 
with respect to each outstanding RSU in an amount equal to the amount the Participant would have received as 
dividends if the RSUs were actual shares of Common Stock. Such dividend equivalents will be converted into 
additional RSUs based on the value of the Common Stock on the dividend payment date, in accordance with the 
procedures established by the Committee, and paid at the same time and in the same manner as the underlying 
RSUs. 


At no time shall any assets of the Company be segregated for payment of RSUs hereunder. Participants who 
have elected to defer the settlement of RSUs shall at all times have the status of general unsecured creditors of 
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the Company and shall not have any rights in or against specific assets of the Company. The Plan constitutes a 
mere promise by the Company to make payments attributable to RSUs in the future, in accordance with the 
applicable terms and conditions. 


11.09. Payment of Deferred Restricted Share Units. RSUs are payable solely in shares of unrestricted 
Common Stock, and shall be paid in accordance with the terms of delivery under Section 11.06 and this 
Section 11.09. Shares attributable to deferred RSUs that are vested in accordance with the terms and conditions 
applicable to such awards shall be transferred to the Participant at the time and in the form as elected by the 
Participant and as set forth in the terms and conditions applicable to such awards, which shall be either in a single 
payment or in up to ten (10) installment payments. 


If a lump sum distribution is elected, the payment shall be made on the date provided in, and in accordance 
with, the terms and conditions applicable to the award. If installment distributions are elected, the initial 
installment shall be paid on the date provided in, and in accordance with, the terms and conditions applicable to 
the award. Subsequent installments shall be made on each anniversary of the initial installment and shall continue 
for the duration of the selected distribution period. If the Participant dies prior to the time all shares have been 
distributed, distribution shall be made to the Participant’s beneficiary or estate on the payment date provided in, 
and in accordance with, the terms and conditions applicable to the award. If Termination of Employment occurs 
during the Restricted Period, the terms and conditions shall set forth the rights of the Participant to payment, as 
well as the time and form of distribution of such awards, if any, to the Participant. A participant shall have no 
rights as a shareholder with respect to deferred RSUs until such time, if any, as shares of Common Stock are 
transferred to the Participant (or the Participant’s beneficiary or estate, if applicable). Notwithstanding the above, 
if the Participant is a specified employee and is entitled to receive payment upon Termination of Employment or 
on a date determinable based on the date of Termination of Employment (and not a pre-determined fixed date or 
schedule), then, except in the event of the Participant’s death after such Termination of Employment, such 
payment (or in the case of installments, the first payment) shall be delayed by at least six (6) months after the 
date of such Participant’s Termination of Employment, to the extent required by Section 409A; in this event, 
subsequent installment payments shall occur on the anniversary of the first delayed installment payment. 


Provided that the terms and conditions applicable to a deferred RSU award permit it, a Participant may 
change the Participant’s distribution election, provided such change in distribution election is made not less than 
12 months before the date the payment (or in the case of installments, the first payment) is scheduled to be made, 
and is irrevocable after this date. Such an election may be made to change payment(s) from a single lump sum 
payment to installment payments, from installment payments to a single lump sum payment, or from one number 
of installment payments to another number of installment payments, by submitting such election to the Company; 
provided, (i) such election does not become effective until at least twelve (12) months after the date on which the 
election is made and (ii) except in the case of payment permissible upon the Participant’s death, the payment (or 
in the case of installments the first payment) must be deferred for a period of not less than five (5) years from the 
date such payment would have been made or commenced if there had been no election to change the form of 
payment. For this purpose, all installment payments are treated as a single payment. Any election not made in 
accordance with such procedures shall be treated as invalid, and the change in distribution election shall be 
disregarded and distribution of the shares attributable to the awards shall be made as though the Participant did 
not elect to change the time and form of distribution. For this purpose, an invalid change in distribution election 
shall include (but is not limited to) an election that (i) is not executed (regardless of when received), (ii) is 
executed but received after the applicable irrevocable date, or (iii) cannot otherwise become effective under 
applicable rules. If a valid change in distribution election is incomplete, the change in distribution election shall 
be honored and distribution of the shares attributable to the awards shall be made as though the associate elected 
a change in distribution to a deferred lump sum payment. For this purpose, a valid but incomplete change in 
distribution election is one that has been received and executed on or before the applicable irrevocable date, but 
does not indicate the form of payment (lump sum versus installments), or indicates an election for installment 
payments but not the number of installment payments. 


ARTICLE XII 
PERFORMANCE UNITS 


12.01. Award of Performance Units. For each Performance Period (as defined in Section 12.02), 
Performance Units may be granted under the Plan to such Participants as the Committee shall determine. The 
award agreement covering such Performance Units shall specify a value for each Performance Unit or shall set 
forth a formula for determining the value of each Performance Unit at the time of payment (the “Ending Value”). 
If necessary to make the calculation of the amount to be paid to the Participant pursuant to Sections 12.03 and 
12.04, the Committee shall also state in the award agreement the initial value of each Performance Unit (the 
“Tnitial Value’). The award agreement may also specify that each Performance Unit is deemed to be equivalent 
to one (1) share of Common Stock. Performance Units granted to a Participant shall be credited to an account (a 
“Performance Unit Account”) established and maintained for such Participant. 


12.02. Performance Period. “Performance Period” shall mean such period of time as shall be determined by 
the Committee in its sole discretion. Different Performance Periods may be established for different Participants 
receiving Performance Units. Performance Periods may run consecutively or concurrently. 


12.03. Right to Payment of Performance Units. All applicable terms and conditions shall be set forth in the 
award agreement and/or in accompanying terms and conditions on or before the date of grant of Performance 
Units. With respect to each award of Performance Units under this Plan, the Committee shall specify 
performance objectives (the “Performance Objectives”) which must be satisfied in order for the Participant to 
vest in the Performance Units which have been awarded to the Participant for the Performance Period. If the 
Performance Objectives established for a Participant for the Performance Period are partially but not fully met, 
the Committee may, nonetheless, in its sole discretion, determine that all or a portion of the Performance Units 
have vested but such determination shall not change the date of payment of the awards. If the Performance 
Objectives for a Performance Period are exceeded, the Committee may, in its sole discretion, grant additional, 
fully vested Performance Units to the Participant. On or before the date of grant, the Committee may also 
determine, in its sole discretion, that Performance Units awarded to a Participant shall become partially or fully 
vested upon the Participant’s death, total disability (as defined in Article IX) or retirement (as defined in 
Section 11.02), or upon the Participant’s Termination of Employment prior to the end of the Performance Period 
but such determination shall not change the date of payment of the awards. Performance Unit awards represent 
an unfunded promise to pay the Participant the value specified in the award agreement and/or applicable terms 
and conditions in the future if the conditions associated with the Performance Unit award are satisfied and the 
Performance Units are not otherwise forfeited prior to the stated date of payment, under the terms and conditions 
applicable to such award. The provisions of Section 11.07 shall apply to any Performance Units that are intended 
to qualify as performance-based in accordance with Code Section 162(m) and the Treasury Regulations 
thereunder. 


12.04. Payment for Performance Units. As soon as practicable following the end of a Performance Period 
but not later than 90 days after the end of a Performance Period, the Committee shall determine whether the 
Performance Objectives for the Performance Period have been achieved (or partially achieved to the extent 
necessary to permit partial vesting at the discretion of the Committee pursuant to Section 12.03). If the 
Performance Objectives for the Performance Period have been exceeded, the Committee shall determine whether 
additional Performance Units shall be granted to the Participant pursuant to Section 12.03. Within 90 days after 
the end of a Performance Period, provided the Committee determines the Performance Objectives have been 
achieved or partially achieved pursuant to Section 12.03, if the award agreement specifies that each Performance 
Unit is deemed to be equivalent to one (1) share of Common Stock, the Company shall pay to the Participant an 
amount with respect to each vested Performance Unit equal to the Fair Market Value of a share of Common 
Stock on such payment date or, if the Committee shall so specify at the time of grant, an amount equal to (1) the 
Fair Market Value of a share of Common Stock on the payment date less (ii) the Fair Market Value of a share of 
Common Stock on the date of grant of the Performance Unit. Payment shall be made entirely in cash, entirely in 
Common Stock or in such combination of cash and Common Stock as the Committee shall determine. If the 
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award agreement specifies a value for each Performance Unit or sets forth a formula for determining the value of 
each Performance Unit at the time of payment, then within 90 days after the end of a Performance Period, 
provided the Committee determines the Performance Objectives have been achieved or partially achieved 
pursuant to Section 12.03, the Company shall pay to the Participant an amount with respect to each vested 
Performance Unit equal to the Ending Value of the Performance Unit or, if the Committee shall so specify at the 
time of grant, an amount equal to (i) the Ending Value of the Performance Unit less (ii) the Initial Value of the 
Performance Unit. Payment shall be made entirely in cash, entirely in Common Stock or in such combination of 
cash and Common Stock as the Committee shall determine. 


12.05. Voting and Dividend Rights. Except as the Committee may otherwise provide, no Participant shall be 
entitled to any voting rights, to receive any dividends, or to have his or her Performance Unit Account credited or 
increased as a result of any dividends or other distribution with respect to Common Stock. Notwithstanding the 
foregoing, to the extent provided or set forth in the award agreement and/or applicable terms and conditions on or 
before the date of grant of a Performance Unit award, within sixty (60) days after the date of payment of a 
dividend by the Company on its shares of Common Stock, a Participant’s Performance Unit Account may be 
credited with additional Performance Units having an aggregate Fair Market Value equal to the dividend per 
share paid on the Common Stock multiplied by the number of Performance Units credited to the Participant’s 
account at the time the dividend was declared. Payment of such additional Performance Units shall be made at 
the same time and in the same manner as the Performance Units to which they relate. 


ARTICLE XII 
UNRESTRICTED SHARES 


13.01. Award of Unrestricted Shares. The Committee may cause the Company to grant Unrestricted Shares 
to associates at such time or times, in such amounts and for such reasons as the Committee, in its sole discretion, 
shall determine. No payment shall be required for Unrestricted Shares. 


13.02. Delivery of Unrestricted Shares. The Company shall issue, in the name of each Participant to whom 
Unrestricted Shares have been granted, stock certificates representing the total number of Unrestricted Shares 
granted to the associate, and shall deliver such certificates to the Participant on a fixed or objectively 
determinable date of payment, which shall be set forth at the time of grant. 


13.03. Deferred Share Units. For Plan Years beginning after 2005, the Committee may permit a Participant 
who has been designated to receive an Unrestricted Share award to elect to receive such Unrestricted Share 
award in the form of Deferred Share Units. 


Any such election must be made on or before December 31 of the calendar year prior to the year the 
compensation attributable to such award (or any portion of such award) is earned, and shall be irrevocable after 
such date, and further shall comply with the rules set forth in Section 11.08, which apply to deferral elections, 
including such rules relating to invalid and valid but incomplete deferral elections. Each “Deferred Share Unit” 
represents the right to receive a share of Common Stock in the future. At no time shall any assets of the Company 
be segregated for payment of Deferred Share Units hereunder. Participants who have elected to receive 
Unrestricted Shares in the form of Deferred Share Units shall at all times have the status of general unsecured 
creditors of the Company and shall not have any rights in or against specific assets of the Company. The Plan 
constitutes a mere promise by the Company to make payments on Deferred Share Units in the future. 


After the award of Deferred Share Units to the Participant and prior to the time that shares of Common 
Stock are transferred to the Participant pursuant to Section 13.04, within sixty (60) days after the date of payment 
of a dividend by the Company on its shares of Common Stock, the Participant shall be credited with “dividend 
equivalents” with respect to each outstanding Deferred Share Unit in an amount equal to the amount the 
Participant would have received as dividends if the Deferred Share Units were actual shares of Common Stock. 
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Such dividend equivalents will be converted into additional Deferred Share Units based on the value of the 
Common Stock on the dividend payment date, in accordance with the procedures established by the Committee, 
and paid at the same time and in the same manner as the underlying Deferred Share Units. 


13.04. Payment of Deferred Share Units. Deferred Share Units are payable solely in shares of unrestricted 
Common Stock, and shall be paid in accordance with the terms of delivery under Section 13.03 and this 
Section 13.04. Shares applicable to such awards shall be transferred to the Participant at the time and in the form 
as elected by the Participant and as set forth in the terms and conditions applicable to such awards, which shall be 
either in a single payment or in up to ten (10) installment payments. 


If a lump sum distribution is elected, the payment shall be made on the date provided in, and in accordance 
with, the terms and conditions applicable to the award. If installment distributions are elected, the initial 
installment shall be paid on the date provided in, and in accordance with, the terms and conditions applicable to 
the award. Subsequent installments shall be made on each anniversary of the initial installment and shall continue 
for the duration of the selected distribution period. If the Participant dies prior to the time all shares have been 
distributed, distribution shall be made to the Participant’s beneficiary or estate on the payment date provided in, 
and in accordance with, the terms and conditions applicable to the award. A Participant shall have no rights as a 
shareholder with respect to Deferred Share Units until such time, if any, as shares of Common Stock are 
transferred to the Participant (or the Participant’s beneficiary or estate, if applicable). Notwithstanding the above, 
if the Participant is a specified employee and is entitled to receive payment upon Termination of Employment or 
on a date determinable based on the date of Termination of Employment (and not a pre-determined fixed date or 
schedule), then, except in the event of the Participant’s death after such Termination of Employment, such 
payment (or in the case of installments, the first payment) shall be delayed by at least six (6) months after the 
date of such Participant’s Termination of Employment, to the extent required by Section 409A; in this event, 
subsequent installment payments shall occur on the anniversary of the first delayed installment payment. 


Provided that the terms and conditions applicable to a Deferred Share Unit award permit it, a Participant 
may change the Participant’s distribution election, provided such change in distribution election shall comply 
with the procedures and rules set forth in Section 11.09 which apply to change in distribution elections, including 
such rules relating to invalid and valid but incomplete change in distribution elections. 


ARTICLE XIV 
TAX OFFSET PAYMENTS 


14.01. Tax Offset Payments. The Committee shall have the authority at the time of any award under this 
Plan or anytime thereafter to make Tax Offset Payments to assist Participants in paying income taxes incurred as 
a result of their participation in this Plan, provided that such payments are made by the end of the calendar year 
after the year in which the Participant remits the related taxes. The Tax Offset Payments shall be determined by 
multiplying a percentage established by the Committee by all or a portion (as the Committee shall determine) of 
the taxable income recognized by a Participant upon (i) the exercise of a Nonstatutory Stock Option or a Stock 
Appreciation Right, (ii) the disposition of shares received upon exercise of an Incentive Stock Option, (iii) the 
lapse of restrictions on RSUs, (iv) the award of Unrestricted Shares, or (v) payments for Performance Units. The 
percentage shall be established, from time to time, by the Committee at that rate which the Committee, in its sole 
discretion, determines to be appropriate and in the best interests of the Company to assist Participants in paying 
income taxes incurred as a result of the events described in the preceding sentence. However, such percentage 
rate shall not be negotiable with Participants or otherwise, and the percentage rate determined to be used shall be 
uniformly applied to Participants. Tax Offset Payments shall be subject to the restrictions on transferability 
applicable to Options and Stock Appreciation Rights under Article VHI. 


ARTICLE XV 
ADJUSTMENTS; REPRICING 


15.01. Adjustments. Notwithstanding any other provision of the Plan, the Committee shall make or provide 
for such adjustments to the Plan, to the number and class of shares available thereunder or to any outstanding 
Options, Stock Appreciation Rights, RSUs Performance Units or other awards as it shall deem appropriate to 
prevent dilution or enlargement of rights, including adjustments in the event of changes in the number of shares 
of outstanding Common Stock by reason of stock dividends, extraordinary cash dividends, split-ups, 
recapitalizations, mergers, consolidations, combinations or exchanges of shares, separations, reorganizations, 
liquidations and the like. However, any such adjustment with respect to Options and Stock Appreciation Rights 
shall satisfy the requirements of Reg. §1.409A-1(b)(5)(v)(D) and shall otherwise ensure that such awards 
continue to be exempt from Code Section 409A, and any such adjustment to awards that are subject to Code 
Section 409A, including RSUs and Performance Units, shall be made to the extent compliant with Code 
Section 409A and the Treasury Regulations thereunder. 


15.02. Repricing. Except as provided above in connection with a corporate transaction involving the 
Company (including, without limitation, any stock dividend, stock split, extraordinary cash dividend, 
recapitalization, reorganization, merger, consolidation, split-up, spin-off, combination, or exchange of shares), 
the terms of outstanding awards may not be amended to reduce the exercise price of outstanding Options or 
SARs or cancel outstanding Options or SARs in exchange for cash, other awards or Options or SARs with an 
exercise price that is less than the exercise price of the original Options or SARs without stockholder approval. 


ARTICLE XVI 
AMENDMENT AND TERMINATION 


16.01. Amendment and Termination. The Board may suspend, terminate, modify or amend the Plan, 
provided that any amendment that would constitute a “material revision” of the Plan within the meaning of New 
York Stock Exchange Rule 303A(8) shall be subject to the approval of the Company’s stockholders. If the Plan is 
terminated, the terms of the Plan shall, notwithstanding such termination, continue to apply to awards granted 
prior to such termination. No suspension, termination, modification or amendment of the Plan may, without the 
consent of the Participant to whom an award shall theretofore have been granted, adversely affect the rights of 
such Participant under such award. 


ARTICLE XVII 
WRITTEN AGREEMENT 
17.01. Written Agreements. Each award of Options, Stock Appreciation Rights, RSUs, Performance Units, 
Unrestricted Shares and Tax Offset Payments shall be evidenced by a written agreement, executed by the 
Participant and the Company, and containing such restrictions, terms and conditions, if any, as the Committee 


may require. In the event of any conflict between a written agreement and the Plan, the terms of the Plan shall 
govern. 


ARTICLE XVIII 
CHANGE IN CONTROL 
18.01. Definition of Change in Control. For purposes of this Plan, a “Change in Control” means, and shall 
be deemed to have occurred upon, the occurrence of any of the following events: 


(a) Any Person (other than an Excluded Person) becomes, together with all “affiliates” and “associates” 
(each as defined under Rule 12b-2 of the Exchange Act) “beneficial owner” (as defined under Rule 
13d-3 of the Exchange Act) of securities representing 33% or more of the combined voting power of 
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(b) 


(c) 


(d) 


the Voting Stock of Limited Brands, Inc. then outstanding, unless such Person becomes “beneficial 
owner” of 33% or more of the combined voting power of such Voting Stock then outstanding solely as 
a result of an acquisition of such Voting Stock by Limited Brands, Inc. which, by reducing the Voting 
Stock of Limited Brands, Inc. outstanding, increases the proportionate Voting Stock beneficially owned 
by such Person (together with all “affiliates” and “associates” of such Person) to 33% or more of the 
combined voting power of the Voting Stock of Limited Brands, Inc. then outstanding; provided, that if 
a Person shall become the “beneficial owner” of 33% or more of the combined voting power of the 
Voting Stock of Limited Brands, Inc. then outstanding by reason of such Voting Stock acquisition by 
Limited Brands, Inc. and shall thereafter become the “beneficial owner” of any additional Voting Stock 
of Limited Brands, Inc. which causes the proportionate voting power of Voting Stock beneficially 
owned by such Person to increase to 33% or more of the combined voting power of the Voting Stock of 
Limited Brands, Inc. then outstanding, such Person shall, upon becoming the “beneficial owner” of 
such additional Voting Stock of Limited Brands, Inc., be deemed to have become the “beneficial 
owner” of 33% or more of the combined voting power of the Voting Stock then outstanding other than 
solely as a result of such Voting Stock acquisition by Limited Brands, Inc.; 


During any period of 24 consecutive months, individuals who at the beginning of such period 
constitute the Board of Directors of Limited Brands, Inc. (and any new Director, whose election by 
such Board or nomination for election by the stockholders of Limited Brands, Inc. was approved by a 
vote of at least two-thirds of the Directors then still in office who either were Directors at the beginning 
of the period or whose election or nomination for election was so approved), cease for any reason to 
constitute a majority of Directors then constituting such Board; 


A reorganization, merger or consolidation of Limited Brands, Inc. is consummated, in each case, 
unless, immediately following such reorganization, merger or consolidation, (i) more than 50% of, 
respectively, the then outstanding shares of common stock of the corporation resulting from such 
reorganization, merger or consolidation and the combined voting power of the then outstanding voting 
securities of such corporation entitled to vote generally in the election of directors is then beneficially 
owned, directly or indirectly, by all or substantially all of the individuals and entities who were the 
“beneficial owners” of the Voting Stock of Limited Brands, Inc. outstanding immediately prior to such 
reorganization, merger or consolidation, (ii) no Person (but excluding for this purpose any Excluded 
Person and any Person beneficially owning, immediately prior to such reorganization, merger or 
consolidation, directly or indirectly, 33% or more of the voting power of the outstanding Voting Stock 
of Limited Brands, Inc.) beneficially owns, directly or indirectly, 33% or more of, respectively, the 
then outstanding shares of common stock of the corporation resulting from such reorganization, merger 
or consolidation or the combined voting power of the then outstanding voting securities of such 
corporation entitled to vote generally in the election of directors and (iii) at least a majority of the 
members of the board of directors of the corporation resulting from such reorganization, merger or 
consolidation were members of the Board of Directors of Limited Brands, Inc. at the time of the 
execution of the initial agreement providing for such reorganization, merger or consolidation; or 


The consummation of (i) a complete liquidation or dissolution of Limited Brands, Inc. or (ii) the sale or 
other disposition of all or substantially all of the assets of Limited Brands, Inc., other than to any 
corporation with respect to which, immediately following such sale or other disposition, (A) more than 
50% of, respectively, the then outstanding shares of common stock of such corporation and the 
combined voting power of the then outstanding voting securities of such corporation entitled to vote 
generally in the election of directors is then beneficially owned, directly or indirectly, by all or 
substantially all of the individuals and entities who were the “beneficial owners” of the Voting Stock of 
Limited Brands, Inc. outstanding immediately prior to such sale or other disposition of assets, (B) no 
Person (but excluding for this purpose any Excluded Person and any Person beneficially owning, 
immediately prior to such sale or other disposition, directly or indirectly, 33% or more of the voting 
power of the outstanding Voting Stock of Limited Brands, Inc.) beneficially owns, directly or 
indirectly, 33% or more of, respectively, the then outstanding shares of common stock of such 
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corporation or the combined voting power of the then outstanding voting securities of such corporation 
entitled to vote generally in the election of directors and (C) at least a majority of the members of the 
board of directors of such corporation were members of the Board of Directors of Limited Brands, Inc. 
at the time of the execution of the initial agreement or action of the Board providing for such sale or 
other disposition of assets of Limited Brands, Inc. 


Notwithstanding the foregoing, in no event shall a “Change in Control” be deemed to have occurred 
(i) as a result of the formation of a Holding Company, or (ii) with respect to a Participant, if the Participant 
is part of a “group,” within the meaning of Section 13(d)(3) of the Exchange Act as in effect on the 
Effective Date, which consummates the Change in Control transaction. In addition, for purposes of the 
definition of “Change in Control” a Person engaged in business as an underwriter of securities shall not be 
deemed to be the “beneficial owner” of, or to “beneficially own,” any securities acquired through such 
Person’s participation in good faith in a firm commitment underwriting until the expiration of forty 
(40) days after the date of such acquisition. “Excluded Person” shall mean (i) Limited Brands, Inc.; (ii) any 
of Limited Brands, Inc.’s Subsidiaries; (iii) any Holding Company; (iv) any employee benefit plan of 
Limited Brands, Inc., any of its Subsidiaries or a Holding Company; or (v) any Person organized, appointed 
or established by Limited Brands, Inc., any of its Subsidiaries or a Holding Company for or pursuant to the 
terms of any plan described in clause (iv). “Person” shall mean any individual composition, partnership, 
limited liability company, associations, trust or other entity or organization. “Holding Company” shall mean 
an entity that becomes a holding company for Limited Brands, Inc. or its businesses as a part of any 
reorganization, merger, consolidation or other transaction, provided that the outstanding shares of common 
stock of such entity and the combined voting power of the then outstanding voting securities of such entity 
entitled to vote generally in the election of directors is, immediately after such reorganization, merger, 
consolidation or other transaction, beneficially owned, directly or indirectly, by all or substantially all of the 
individuals and entities who were the “beneficial owners”, respectively, of the Voting Stock of Limited 
Brands, Inc. outstanding immediately prior to such reorganization, merger, consolidation or other 
transaction in substantially the same proportions as their ownership, immediately prior to such 
reorganization, merger, consolidation or other transaction, of such outstanding Voting Stock of Limited 
Brands, Inc. “Voting Stock” shall mean securities of the Company entitled to vote generally in the election 
of the Company’s Board of Directors. 


18.02. Effect of Change in Control. Unless otherwise provided under the terms of any award, immediately 
upon a Change in Control with respect to a Participant, (i) Options and Stock Appreciation Rights granted to such 
Participant which are not yet exercisable shall become fully exercisable; and (ii) any restrictions applicable to 
any RSUs awarded to such Participant shall be deemed to have been satisfied and the Restricted Period, if any, 
applicable to such RSUs held by such Participant shall be deemed to have expired. Notwithstanding the 
foregoing, or the provisions of Section 11.06, if the accelerated settlement of any RSU would cause the 
application of additional taxes under Section 409A of the Code, such RSU will be settled on the date it would 
otherwise have been settled in the absence of a Change in Control, unless the transaction constituting the Change 
in Control falls within the definition of a “change in control event” within the meaning of Code Section 409A 
and the Treasury Regulations thereunder. 


ARTICLE XIX 
MISCELLANEOUS PROVISIONS 


19.01. Definitions: Fair Market Value and Cause. “Fair Market Value,” for purposes of this Plan, shall be 
the closing price of the Common Stock as reported on the principal exchange on which the shares are listed for 
the date on which the grant, exercise or other transaction occurs, or if there were no sales on such date, the most 
recent prior date on which there were sales. “Cause,” for purposes of this Plan, shall mean that the Participant 
(1) was grossly negligent in the performance of the Participant’s duties with the Company (other than a failure 
resulting from the Participant’s incapacity due to physical or mental illness); or (2) has plead “guilty” or “no 
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contest” to or has been convicted of an act which is defined as a felony under federal or state law; or (3) engaged 
in misconduct in bad faith which could reasonably be expected to materially harm the Company’s business or its 
reputation. The Participant shall be given written notice by the Company of a termination for Cause, which shall 
state in detail the particular act or acts or failures to act that constitute the grounds on which the termination for 
Cause is based. 


19.02. Tax Withholding. The Company shall have the right to require Participants or their beneficiaries or 
legal representatives to remit to the Company an amount sufficient to satisfy federal, state and local withholding 
tax requirements, or to deduct from all payments under this Plan, including Tax Offset Payments, amounts 
sufficient to satisfy all withholding tax requirements. Whenever payments under the Plan are to be made to a 
Participant in cash, such payments shall be net of any amounts sufficient to satisfy all federal, state and local 
withholding tax requirements. The Committee may, in its discretion, permit a Participant to satisfy the 
Participant’s tax withholding obligation either by (i) surrendering shares owned by the Participant or (ii) having 
the Company withhold from shares otherwise deliverable to the Participant. Shares surrendered or withheld shall 
be valued at their Fair Market Value as of the date on which income is required to be recognized for income tax 
purposes. In the case of an award of Incentive Stock Options, the foregoing right shall be deemed to be provided 
to the Participant at the time of such award. 


19.03. Compliance With Section 16(b) and Code Section 162(m). In the case of Participants who are or may 
be subject to Section 16 of the Act, it is the intent of the Company that the Plan and any award granted hereunder 
satisfy and be interpreted in a manner that satisfies the applicable requirements of Rule 16b-3, so that such 
persons will be entitled to the benefits of Rule 16b-3 or other exemptive rules under Section 16 of the Act and 
will not be subjected to liability thereunder. If any provision of the Plan or any award would otherwise conflict 
with the intent expressed herein, that provision, to the extent possible, shall be interpreted and deemed amended 
so as to avoid such conflict. To the extent of any remaining irreconcilable conflict with such intent, such 
provision shall be deemed void as applicable to Participants who are or may be subject to Section 16 of the Act. 
If any award hereunder is intended to qualify as performance-based for purposes of Code Section 162(m), the 
Committee shall not exercise any discretion to increase the payment under such award except to the extent 
permitted by Code Section 162(m) and the Treasury Regulations thereunder. 


19.04. Successors. The obligations of the Company under the Plan shall be binding upon any successor 
corporation or organization resulting from the merger, consolidation or other reorganization of the Company, or 
upon any successor corporation or organization succeeding to substantially all of the assets and businesses of the 
Company. In the event of any of the foregoing, the Committee may, at its discretion prior to the consummation of 
the transaction, cancel, offer to purchase, exchange, adjust or modify any outstanding awards, at such time and in 
such manner as the Committee deems appropriate and in accordance with applicable law and the provisions of 
Article XV. 


19.05. General Creditor Status. Participants shall have no right, title, or interest whatsoever in or to any 
investments which the Participant may make to aid it in meeting its obligations under the Plan. Nothing 
contained in the Plan, and no action taken pursuant to its provisions, shall create or be construed to create a trust 
of any kind, or a fiduciary relationship between the Company and any Participant or beneficiary or legal 
representative of such Participant. To the extent that any person acquires a right to receive payments from the 
Company under the Plan, such right shall be no greater than the right of an unsecured general creditor of the 
Company. All payments to be made hereunder shall be paid from the general funds of the Company and no 
special or separate fund shall be established and no segregation of assets shall be made to assure payment of such 
amounts except as expressly set forth in the Plan. 


19.06. No Right to Employment. Nothing in the Plan or in any written agreement entered into pursuant to 
Article XVII, nor the grant of any award, shall confer upon any Participant any right to continue in the employ of 
the Company or a subsidiary or to be entitled to any remuneration or benefits not set forth in the Plan or such 
written agreement or interfere with or limit the right of the Company or a subsidiary to modify the terms of or 
terminate such Participant’s employment at any time. 


A-17 


19.07. Notices. Notices required or permitted to be made under the Plan shall be sufficiently made if sent by 
registered or certified mail addressed (a) to the Participant at the Participant’s address set forth in the books and 
records of the Company or its subsidiaries, or (b) to the Company or the Committee at the principal office of the 
Company. 


19.08. Severability. In the event that any provision of the Plan shall be held illegal or invalid for any reason, 
such illegality or invalidity shall not affect the remaining parts of the Plan, and the Plan shall be construed and 
enforced as if the illegal or invalid provision had not been included. 


19.09. Governing Law. To the extent not preempted by federal law, the Plan, and all agreements hereunder, 
shall be construed in accordance with and governed by the laws of the State of Delaware. 


19.10. Term of Plan. Unless earlier terminated pursuant to Article XVI hereof, the Plan shall terminate on 
May 28, 2014. 


APPENDIX B 


PROPOSED AMENDMENT TO THE CERTIFICATE OF INCORPORATION TO 
PROVIDE FOR THE ANNUAL ELECTION OF DIRECTORS 


Article 6 


SIXTH. Section 1. Election of Directors. Subject to the special right of the holders of any class or series of 
Preferred Stock, voting separately as a class, to elect one or more directors of the Corporation: 


(a) From the effective date of this Certificate of Amendment until the election of directors at the 2010 
annual meeting of stockholders, pursuant to Section 141(d) of the General Corporation Law of the State of 
Delaware, the Board shall be divided into three classes of directors, Class I, Class II and Class III (each class as 
nearly equal in number as possible), with the directors in Class I having a term expiring at the 2011 annual 
meeting, the directors in class II having a term expiring at the 2012 annual meeting and the directors in Class II 
having a term expiring at the 2010 annual meeting. 


(b) Commencing with the election of the directors at the 2010 annual meeting of stockholders, pursuant to 
Section 141(d) of the General Corporation Law of the State of Delaware, the Board shall be divided into two classes 
of directors, Class I and Class II, with the directors in Class I having a term that expires at the 2011 annual meeting 
and the directors in Class I having a term that expires at the 2012 annual meeting. The successors of the directors 
who, immediately prior to the 2010 annual meeting, were members of Class III (and whose terms expire at the 2010 
annual meeting) shall be elected to Class I; the Class I directors who, immediately prior to the 2010 Annual 
Meeting, were members of Class I and whose terms were scheduled to expire at the 2011 annual meeting shall be 
assigned by the Board of Directors to Class I; and the directors who, immediately prior to the 2010 annual meeting, 
were members of Class II and whose terms were scheduled to expire at the 2012 annual meeting shall be assigned 
by the Board of Directors to Class II for a term expiring at the 2012 annual meeting. 


(c) Commencing with the election of directors at the 2011 annual meeting of stockholders, pursuant to 
Section 141(d) of the General Corporation Law of the State of Delaware, the Board shall be divided into one 
class of directors, Class II, with the directors in Class II having a term that expires at the 2012 annual meeting. 
The successors of directors who, immediately prior to the 2011 annual meeting of stockholders, were members of 
Class I (and whose terms expire at the 2011 annual meeting) shall be elected to Class II for a term that expires at 
the 2012 annual meeting, and the directors who, immediately prior to the 2011 annual meeting, were members of 
Class If and whose terms were scheduled to expire at the 2012 annual meeting shall be assigned by the Board of 
Directors to Class II for a term expiring at the 2012 annual meeting. 


(d) Until the 2012 annual meeting of stockholders, the Board shall remain classified as provided in 
Section 141(d) of the General Corporation Law of the State of Delaware. Commencing with the election of directors 
at the 2012 annual meeting, the Board shall cease to be classified and the directors elected at the 2012 annual 
meeting (and each annual meeting thereafter) shall be elected for a term expiring at the next annual meeting. 


Each director elected at any annual meeting shall hold office until such director’s successor shall have been 
elected and qualified, subject to prior death, resignation, retirement or removal. 


Article 10 


TENTH. For so long as the Board of Directors of the Corporation is classified, any director may be removed 
at any annual meeting or special stockholders’ meeting upon the affirmative vote of not less than 75 percent of 
the outstanding shares of voting stock of the Corporation at that time entitled to vote thereon; provided, however, 
that such director may be removed only for cause and shall receive a copy of the charges against him, delivered 
to him personally or by mail at his last known address at least 10 days prior to the date of the stockholders’ 
meeting; provided further, that directors who shall have been elected by the holders of a series or class of 
Preferred Stock, voting separately as a class, shall be removed only pursuant to the provisions establishing the 
rights of such series or class to elect such directors. 


ADMITTANCE SLIP 
2009 ANNUAL MEETING OF STOCKHOLDERS 
Date, time and place of meeting: 
Date: Thursday, May 28, 2009 
Time: 9:00 a.m., Eastern Time 


Place: Limited Brands, Inc. 
Three Limited Parkway 
Columbus, Ohio 43230 


Attending the meeting: 


Stockholders who plan to attend the meeting in person must bring this admittance slip and a photo 
identification to gain access. Because of necessary security precautions, bags, purses and briefcases may be 
subject to inspection. To speed the admissions process, stockholders are encouraged to bring only essential items. 
Cameras, camcorders or video taping equipment are not allowed. Photographs or video taken by Limited Brands 
at the meeting may be used by Limited Brands. By attending, you waive any claim or rights to these photographs. 


For more information about attending the annual meeting, please visit the website at 
http://www.limitedbrands.com/faq/investor.jsp or contact Limited Brands Investor Relations at 
(614) 415-7076. 
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PARTI 


ITEM 1. BUSINESS. 
FORWARD-LOOKING STATEMENTS. 


Limited Brands, Inc. (the “Company’’) cautions that any forward-looking statements (as such term is defined in 
the Private Securities Litigation Reform Act of 1995) contained in this report or made by the Company or 
management of the Company involve risks and uncertainties and are subject to change based on various factors, 
many of which are beyond our control. Accordingly, our future performance and financial results may differ 
materially from those expressed or implied in any such forward-looking statements. Words such as “estimate,” 
“project,” “plan,” “believe,” “expect, 
identify forward-looking statements. 


99 66 99 66 29 66s 


anticipate,” “intend,” “planned,” “potential” and similar expressions may 


A number of factors could cause our results to differ materially from those indicated by such forward-looking 
statements, including those detailed under the heading, “Risk Factors” in Part I, Item 1A. 


GENERAL. 


We operate in the highly competitive specialty retail business. We are a specialty retailer of women’s intimate 
and other apparel, beauty and personal care products and accessories under various trade names. We sell our 
merchandise through our retail stores in the United States and Canada, which are primarily mall-based, and 
through our websites and catalogues. 


FISCAL YEAR. 


Our fiscal year ends on the Saturday nearest to January 31. As used herein, “2009”, “2008”, “2007” and “2005” 
refer to the 52 week periods ending January 30, 2010, January 31, 2009, February 2, 2008 and January 28, 2006, 
respectively. “2006” refers to the 53 week period ended February 3, 2007. 


DESCRIPTION OF OPERATIONS. 


As of January 31, 2009, we conducted our business in two primary segments: Victoria’s Secret and Bath & Body 
Works. 


VICTORIA’S SECRET 


The Victoria’s Secret segment sells women’s intimate and other apparel, personal care and beauty products and 
accessories under the Victoria’s Secret and La Senza brand names. Victoria’s Secret merchandise is sold through 
retail stores, its website, www. VictoriasSecret.com, and its catalogue. Through its website and catalogue, certain 
of Victoria’s Secret’s merchandise may be purchased worldwide. La Senza products may also be purchased 
through its website, www.LaSenza.com. 


In January 2007, we completed our acquisition of La Senza Corporation (“La Senza’’). La Senza is a Canadian 
specialty retailer offering lingerie and sleepwear as well as apparel for girls in the 7-14 year age group. In 
addition, La Senza licensees operate independently owned stores in 45 other countries. The results of La Senza 
are included in the Victoria’s Secret segment. For additional information, see Note 6 and Note 21 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 


The Victoria’s Secret segment had net sales of $5.604 billion in 2008 and operated 1,043 stores in the United 
States and 322 stores in Canada. 


BATH & BODY WORKS 


The Bath & Body Works segment sells personal care, beauty and home fragrance products under the Bath & 
Body Works, C.O. Bigelow and White Barn Candle Company brand names in addition to third-party brands. 
Bath & Body Works merchandise is sold through retail stores, its website, www.bathandbodyworks.com, and its 
catalogue. 


The Bath & Body Works segment had net sales of $2.374 billion for 2008 and operated 1,638 stores in the 
United States. 


OTHER 
Other consists of the following: 


¢ Henri Bendel, operator of five specialty stores which feature accessories, fashion and personal care 
products; 


¢ Bath & Body Works Canada, operator of six specialty stores which feature personal care, beauty and home 
fragrance products; 


e Mast, an apparel merchandise sourcing and production company serving Victoria’s Secret, La Senza and 
third-party customers; 


e Beauty Avenues, a personal care sourcing and production company serving Victoria’s Secret, La Senza and 
Bath & Body Works; and 


¢ Corporate functions including non-core real estate, equity investments and other governance functions such 
as treasury and tax. 


For additional information about our business, including our net sales and profits for the last three years and 
selling square footage, see Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operation. For the financial results of our reportable segments, see Note 21 to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplementary Data. 


SUMMARY OF COMPANY-OWNED RETAIL LOCATIONS 


The following chart provides the retail businesses and the number of our company-owned retail stores in 
operation for each business as of January 31, 2009 and February 2, 2008. 


January 31, = February 2, 
2009 2008 


Victoria’s Secret 


Victoria’s Secret Stores ....... 0. ccc cee eee 1,043 1,020 

Wea SONZ8 s-i/o-2dcbirtes bad eee hard ek Gas bab hada k 322 312 
Total. Victoria’ S S6Cret snc. ac ee ce este oe ede ee a ees 1,365 1,332 
Bath & Body Works ........ 0.0... c cece ee eens 1,638 1,592 
Henri Bendel: o.-3 60-2int aa Gerdes nadie Ph ead oe eae es 5 2 
Bath & Body Works Canada................ 000000002 eee 6 _— 
Ota so: $5 eae gee erste ge ana Fee 2 kw ed Saeed dete aiees essa eae 3,014 2,926 


The following table provides the changes in the number of our company-owned retail stores operated for the past 
five fiscal years: 


Acquired/ 
Beginning Divested 
Peel JS ies oo See ole 
QOOS sii a sw eS we a esl ea Cane ee Sates dod 2,926 145 (57) — 3,014 
LOOT siscie-axd eae topes aaarnig tap ehaBacataean-conte ae Sen 3,766 129 (100) (869)(a) 2,926 
QQ06.. bc sto wa es dette s ow sme een Beans 3,590 52 (169) 293(b) 3,766 
DOOD 5 tee ine concer edalaacea tania a aes talent 3,779 50 (239) — 3,590 
LOVE nice card cba Ree RRR om ee bates 3,911 39 (171) — 3,779 


(a) Express and Limited Stores were divested in July 2007 and August 2007, respectively. 
(b) Represents stores acquired in the La Senza acquisition on January 12, 2007. 


ADDITIONAL INFORMATION 


During 2008, we purchased merchandise from over 1,000 suppliers located throughout the world. Excluding 
Mast and Beauty Avenues, no supplier provided 10% or more of our merchandise purchases. 


Most of the merchandise and related materials for our stores are shipped to our distribution centers in the 
Columbus, Ohio area. We use a variety of shipping terms that result in the transfer of title to the merchandise at 
either the point of origin or point of destination. 


Our policy is to maintain sufficient quantities of inventories on hand in our retail stores and distribution centers 
to enable us to offer customers an appropriate selection of current merchandise. We emphasize rapid turnover 
and take markdowns as required to keep merchandise fresh and current. 


Our operations are seasonal in nature and consist of two principal selling seasons: Spring (the first and second 
quarters) and Fall (the third and fourth quarters). The fourth quarter, including the holiday season, accounted for 
approximately one-third of our net sales for 2008, 2007 and 2006 and is typically our most profitable quarter. 
Accordingly, cash requirements are highest in the third quarter as our inventories build in advance of the holiday 
season. 


We and our products are subject to regulation by various federal, state, local and international regulatory 
authorities. We are subject to a variety of customs regulations and international trade arrangements. 


Our trademarks and patents, which constitute our primary intellectual property, have been registered or are the 
subject of pending applications in the United States Patent and Trademark Office and with the registries of many 
foreign countries and/or are protected by common law. We believe our products and services are identified by 
our intellectual property and, thus, our intellectual property is of significant value. Accordingly, we intend to 
maintain our intellectual property and related registrations and vigorously protect our intellectual property assets 
against infringement. 


COMPETITION. 


The sale of women’s intimate and other apparel, personal care and beauty products and accessories through retail 
stores is a highly competitive business with numerous competitors, including individual and chain specialty 
stores, department stores and discount retailers. Brand image, marketing, design, price, service, assortment and 
quality are the principal competitive factors in retail store sales. Our direct response businesses compete with 
numerous national and regional direct response merchandisers. Image presentation, fulfillment and the factors 
affecting retail store sales discussed above are the principal competitive factors in direct response sales. 


ASSOCIATE RELATIONS. 


On January 31, 2009, we employed approximately 90,900 associates, 72,100 of whom were part-time. In 
addition, temporary associates are hired during peak periods, such as the holiday season. 


EXECUTIVE OFFICERS OF THE REGISTRANT. 


Set forth below is certain information regarding our executive officers. 


Leslie H. Wexner, 71, has been our Chairman of the Board of Directors for more than thirty years and our Chief 
Executive Officer since our founding in 1963. 


Martyn R. Redgrave, 56, has been our Executive Vice President and Chief Administrative Officer since March 
2005. In addition, Mr. Redgrave was our Chief Financial Officer from September 2006 to April 2007. 


Stuart B. Burgdoerfer, 46, has been our Executive Vice President and Chief Financial Officer since April 2007. 


Sharen J. Turney, 52, has been our Chief Executive Officer and President of Victoria’s Secret Megabrand and 
Intimate Apparel since July 2006. 


Diane L. Neal, 52, has been our Chief Executive Officer and President of Bath & Body Works since June 2007. 
Jane L. Ramsey, 51, has been our Executive Vice President, Human Resources, since April 2006. 


All of the above officers serve at the discretion of our Board of Directors and are members of our Executive 
Committee. 


AVAILABLE INFORMATION. 


Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, amendments to 
those reports and code of conduct are available, free of charge, on our website, www.LimitedBrands.com. These 
reports are available as soon as reasonably practicable after such material is electronically filed with or furnished 
to the Securities and Exchange Commission. 


ITEM 1A. RISK FACTORS. 


The following discussion of risk factors contains “forward-looking statements,” as discussed in Item 1. These 
risk factors may be important to understanding any statement in this Form 10-K, other filings or in any other 
discussions of our business. The following information should be read in conjunction with Item 7. Management’s 
Discussion and Analysis of Financial Condition and Results of Operation and Item 8. Financial Statements and 
Supplementary Data. 


In addition to the other information set forth in this report, the reader should carefully consider the following 
factors which could materially affect our business, financial condition or future results. The risks described 
below are not our only risks. Additional risks and uncertainties not currently known or that are currently deemed 
to be immaterial may also adversely affect our business, operating results and/or financial condition in a material 
way. 


Our revenue, profit results and cash flow are sensitive to, and may be adversely affected by, general 
economic conditions, consumer confidence and spending patterns. 


Our growth, sales and profitability may be adversely affected by negative local, regional, national or international 
political or economic trends or developments that reduce the consumers’ ability or willingness to spend, 
including the effects of national and international security concerns such as war, terrorism or the threat thereof. 
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Purchases of women’s intimate and other apparel, beauty and personal care products and accessories often decline 
during periods when economic or market conditions are unsettled or weak. In such circumstances, we may increase 
the number of promotional sales, which would further adversely affect our profitability and cash flow. 


The current economic crisis has reduced consumer demand, which has adversely affected our results of 
operations and may continue to do so. Our financial performance in 2008 was significantly impacted by the 
global economic downturn and its effect on the retail environment. 


Further deterioration in economic conditions, along with increasing unemployment levels, may continue to 
reduce the level of consumer spending and inhibit customers’ use of credit, which may continue to adversely 
affect our revenues and profits through reduced purchases of our products. In such circumstances, we may 
increase the number of promotional sales, which would further adversely affect our profitability. 


The global economic crisis could also impair the solvency of our suppliers, customers and other 
counterparties. 


There could be a number of additional effects from the ongoing economic downturn. The inability of key 
suppliers to access liquidity, or the insolvency of key suppliers, could lead to delivery delays or failures. We 
provide merchandise sourcing services to other retailers and licensees and grant credit to these parties in the 
normal course of business which subjects us to potential credit risk. Additionally, we have guaranteed the lease 
payments of certain of our former subsidiaries. Financial difficulties of our customers or those former 
subsidiaries for whom we guarantee lease payments could adversely impact our results of operations. Finally, 
other counterparty failures, including banks and counterparties to contractual arrangements, could negatively 
impact our business. 


The global economic crisis could have a material adverse effect on our liquidity and capital resources. 


Recently, the general economic and capital market conditions in the United States and other parts of the world 
have deteriorated significantly. These conditions have adversely affected access to capital and increased the cost 
of capital. Although we believe that our capital structure and credit facilities will provide sufficient liquidity 
through the credit crisis, there can be no assurance that our liquidity will not be affected by these changes in the 
financial markets or that our capital resources will at all times be sufficient to satisfy our liquidity needs. If these 
conditions continue or become worse, our future cost of debt and equity capital and access to the capital markets 
could be adversely affected. 


Our net sales depend on a volume of traffic to our stores and the availability of suitable lease space. 


Most of our stores are located in retail shopping areas including malls and other types of retail centers. Sales at 
these stores are derived, in part, from the high volume of traffic in those retail areas. Our stores benefit from the 
ability of the retail and other attractions in an area including “destination” retail and other attractions to generate 
consumer traffic in the vicinity of our stores. Sales volume and retail traffic may be adversely affected by 
economic downturns in a particular area, competition from other retail and non-retail attractions and other retail 
areas where we do not have stores. Recently, sales volume and mall traffic has been adversely affected by the 
recessionary economic conditions. 


Part of our future growth is significantly dependent on our ability to operate stores in desirable locations with 
capital investment and lease costs providing the opportunity to earn a reasonable return. We cannot be sure as to 
when or whether such desirable locations will become available at reasonable costs. 


Our net sales, operating income and inventory levels fluctuate on a seasonal basis. 


We experience major seasonal fluctuations in our net sales and operating income, with a significant portion of our 
operating income typically realized during the fourth quarter holiday season. Any decrease in sales or margins 
during this period could have a disproportionate effect on our financial condition and results of operations. 
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Seasonal fluctuations also affect our inventory levels, since we usually order merchandise in advance of peak 
selling periods and sometimes before new fashion trends are confirmed by customer purchases. We must carry a 
significant amount of inventory, especially before the holiday season selling period. If we are not successful in 
selling inventory, we may have to sell the inventory at significantly reduced prices or may not be able to sell the 
inventory at all, which in each case may further adversely affect profitability. 


Our ability to grow depends in part on new store openings and existing store remodels and expansions. 


Our continued growth and success will depend in part on our ability to open and operate new stores and expand 
and remodel existing stores on a timely and profitable basis. Accomplishing our new and existing store 
expansion goals will depend upon a number of factors, including the ability to obtain suitable sites for new and 
expanded stores at acceptable costs, the hiring and training of qualified personnel, particularly at the store 
management level, and the integration of new stores into existing operations. There can be no assurance we will 
be able to achieve our store expansion goals, manage our growth effectively, successfully integrate the planned 
new stores into our operations or operate our new, remodeled and expanded stores profitably. In addition, these 
goals may be adversely affected by the current recessionary conditions. 


Our plans for international expansion include risks that could materially adversely impact our growth. 


We intend to further expand into international markets. The risks associated with our expansion into international 
markets include difficulties in attracting customers due to a lack of customer familiarity with our brands, our lack 
of familiarity with local customer preferences and seasonal differences in the market. In addition, we also have 
risks related to identifying suitable partners for our international expansion. Further, entry into this market may 
bring us into competition with new competitors or with existing competitors with an established market presence. 
We cannot ensure the profitability of our expansion into international markets. These risks could have a material 
adverse effect on our financial condition and results of operations. 


Our licensees could take actions that could harm our business or brand images. 


We have global representation through independently owned La Senza stores operated by licensees. Although we 
have criteria to evaluate and select prospective licensees, the amount of control we can exercise over our 
licensees is limited and the quality of licensed operations may be diminished by any number of factors beyond 
our control. Licensees may not have the business acumen or financial resources necessary to successfully operate 
stores in a manner consistent with our standards and may not hire and train qualified store managers and other 
personnel. Our brand image and reputation may suffer materially and our sales could decline if our licensees do 
not operate successfully. 


Our direct channel business includes risks that could have a material adverse effect on our financial 
condition or results from operations. 


Our direct operations are subject to numerous risks that could have a material adverse effect on our operational 
results. Risks include, but are not limited to the (a) diversion of sales from our stores, which may impact 
comparable store sales figures, (b) difficulty in recreating the in-store experience through our direct channels, 
(c) domestic or international resellers purchasing merchandise and re-selling it overseas outside our control and 
(d) risks related to the failure of the systems that operate the web sites and their related support systems, 
including computer viruses, theft of customer information, telecommunication failures and electronic break-ins 
and similar disruptions. Any of these events could adversely affect our business. 


Our failure to protect our reputation could have an adverse effect on our brand images. 


Our ability to maintain our reputation is critical to our brand images. Our reputation could be jeopardized if we 
fail to maintain high standards for merchandise quality and integrity. Any negative publicity about these types of 
concerns may reduce demand for our merchandise. Failure to maintain high ethical, social and environmental 
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standards for all of our operations and activities or adverse publicity regarding our responses to these concerns 
could also jeopardize our reputation. Failure to comply with local laws and regulations, to maintain an effective 
system of internal controls or to provide accurate and timely financial statement information could also hurt our 
reputation. Damage to our reputation or loss of consumer confidence for any of these reasons could have a 
material adverse effect on our business, financial condition and results of operations, as well as require additional 
resources to rebuild our reputation. 


Our failure to adequately protect our trade names and trademarks could have a negative impact on our 
brand images and limit our ability to penetrate new markets. 


We believe that our trade names and trademarks are an essential element of our strategy. We have obtained or 
applied for federal registration of these trade names and trademarks and have applied for or obtained registrations 
in many foreign countries. There can be no assurance that we will obtain such registrations or that the 
registrations we obtain will prevent the imitation of our products or infringement of our intellectual property 
rights by others. If any third-party copies our products in a manner that projects lesser quality or carries a 
negative connotation, our brand images could be materially adversely affected. 


Our results can be adversely affected by market disruptions. 


Market disruptions due to severe weather conditions, natural disasters, health hazards, terrorist activities or the 
prospect of these events can affect consumer spending and confidence levels and adversely affect our results or 
prospects in affected markets. The receipt of proceeds under any insurance we maintain for these purposes may 
be delayed or the proceeds may be insufficient to fully offset our losses. 


Our stock price may be volatile. 


Our stock price may fluctuate substantially as a result of quarter to quarter variations in our actual or projected 
performance or the financial performance of other companies in the retail industry. In addition, the stock market 
has experienced price and volume fluctuations that have affected the market price of many retail and other stocks 
and that have often been unrelated or disproportionate to the operating performance of these companies. 


Our failure to maintain our credit rating could negatively affect our ability to access capital and would 
increase our interest expense. 


The credit ratings agencies periodically review our capital structure and the quality and stability of our earnings. 
Any negative ratings actions could constrain the capital available to our company or our industry and could limit 
our access to funding for our operations. We are dependent upon our ability to access capital at rates and on 
terms we determine to be attractive. If our ability to access capital becomes constrained, our interest costs will 
likely increase, our financial condition could be harmed and future results of operations could be adversely 
affected. Additionally, our failure to maintain our credit rating would result in higher interest costs under our 
existing debt terms. 


We may be unable to service our debt. 


We may be unable to service our outstanding debt or any other debt we incur. Additionally, some of our debt 
related agreements require maintenance of certain financial ratios which limit the total amount we may borrow 
and also prohibit certain types of liens on property or assets. If we violate the financial ratios associated with 
these debt agreements, we may be required to accelerate repayment of this debt. 


Our inability to compete favorably in our highly competitive segment of the retail industry could 
negatively impact our results. 


The sale of intimate and other apparel, personal care products and accessories is highly competitive. We compete 
for sales with a broad range of other retailers, including individual and chain specialty stores, department stores 
and discount retailers. In addition to the traditional store-based retailers, we also compete with direct marketers 
or retailers that sell similar lines of merchandise and who target customers through direct response channels. 
Brand image, marketing, design, price, service, quality, image presentation and fulfillment are all competitive 
factors in both the store-based and direct response channels. 


Some of our competitors may have greater financial, marketing and other resources available. In many cases, our 
competitors sell their products in department stores that are located in the same shopping malls as our stores. In 
addition to competing for sales, we compete for favorable site locations and lease terms in shopping malls. 


Increased competition could result in price reductions, increased marketing expenditures and loss of market 
share, any of which could have a material adverse effect on our financial condition and results of operations. The 
recent recessionary conditions have resulted in more significant competition and our competitors have lowered 
prices and engaged in more promotional activity. 


Our inability to remain current with fashion trends and launch new product lines successfully could 
negatively impact the image and relevance of our brands. 


Our success depends in part on management’s ability to effectively anticipate and respond to changing fashion 
preferences and consumer demands and to translate market trends into appropriate, saleable product offerings far 
in advance of the actual time of sale to the customer. Customer demands and fashion trends change rapidly. If we 
are unable to successfully anticipate, identify or react to changing styles or trends or we misjudge the market for 
our products or any new product lines, our sales will be lower potentially resulting in significant amounts of 
unsold finished goods inventory. In response, we may be forced to increase our marketing promotions or price 
markdowns, which could have a material adverse effect on our financial condition and results of operations. Our 
brand image may also suffer if customers believe merchandise misjudgments indicate we are no longer able to 
identify and offer the latest fashions. 


We may be unable to retain key personnel. 


It is our belief we have benefited substantially from the leadership and experience of our senior executives, 
including Leslie H. Wexner (Chairman of the Board of Directors and Chief Executive Officer). The loss of the 
services of any of these individuals could have a material adverse effect on our business and prospects. 
Competition for key personnel in the retail industry is intense and our future success will also depend on our 
ability to recruit, train and retain other qualified key personnel. 


We may be unable to attract, develop and retain qualified employees and manage labor costs. 


We believe our competitive advantage is providing a positive, engaging and satisfying experience for each 
individual customer, which requires us to have highly trained and engaged employees. Our success depends in 
part upon our ability to attract, develop and retain a sufficient number of qualified employees, including store 
personnel and talented merchants. The turnover rate in the retail industry is high and qualified individuals of the 
requisite caliber and number needed to fill these positions may be in short supply in some areas. Competition for 
such qualified individuals could require us to pay higher wages to attract a sufficient number of employees. Our 
inability to recruit a sufficient number of qualified individuals in the future may delay planned openings of new 
stores or affect the speed with which we expand. Delayed store openings, significant increases in employee 
turnover rates or significant increases in labor costs could have a material adverse effect on our business, 
financial condition and results of operations. 


We rely significantly on foreign sources of production and maintenance of operations in foreign countries. 


We purchase merchandise directly in foreign markets and in the domestic market. We do not have any material 
long-term merchandise supply contracts. Many of our imports are subject to a variety of customs regulations and 
international trade arrangements, including existing or potential duties, tariffs or safeguard quotas. We compete 
with other companies for production facilities. 


We also face a variety of other risks generally associated with doing business in foreign markets and importing 
merchandise from abroad, such as: 

e political instability; 

e imposition of duties, taxes and other charges on imports; 

e legal and regulatory matters; 

* currency and exchange risks; 


¢ local business practice and political issues, including issues relating to compliance with domestic or 
international labor standards which may result in adverse publicity; 


e potential delays or disruptions in shipping and related pricing impacts; 
e disruption of imports by labor disputes; and 


¢ changing expectations regarding product safety due to new legislation. 


New initiatives may be proposed impacting the trading status of certain countries and may include retaliatory 
duties or other trade sanctions which, if enacted, would limit or reduce the products purchased from suppliers in 
such countries. 


In addition, significant health hazards, environmental hazards or natural disasters may occur which could have a 
negative effect on the economies, financial markets and business activity. Our purchase of merchandise from 
these manufacturing operations may be affected by this risk. 


Our future performance will depend upon these and the other factors listed above which are beyond our control 
and may have a material adverse effect on our business. 


Our manufacturers may not be able to manufacture and deliver products in a timely manner and meet 
quality standards. 


We purchase products through contract manufacturers and importers and directly from third-party manufacturers. 
Similar to most other specialty retailers, we have narrow sales window periods for much of our inventory. 
Factors outside our control, such as manufacturing or shipping delays or quality problems, could disrupt 
merchandise deliveries and result in lost sales, cancellation charges or excessive markdowns which could have a 
material adverse effect on our financial condition and results of operations. 


Our results may be adversely affected by fluctuations in energy costs. 


Energy costs have fluctuated dramatically in the past. These fluctuations may result in an increase in our 
transportation costs for distribution, utility costs for our retail stores and costs to purchase product from our 
manufacturers. A continual rise in energy costs could adversely affect consumer spending and demand for our 
products and increase our operating costs, both of which could have a material adverse effect on our financial 
condition and results of operations. 


We may be adversely impacted by increases in costs of mailing, paper and printing. 


Postal rate increases and paper and printing costs will affect the cost of our order fulfillment and catalogue and 
promotional mailings. We rely on discounts from the basic postal rate structure, such as discounts for bulk 
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mailings and sorting. Future paper and postal rate increases could adversely impact our earnings if we are unable 
to pass such increases directly onto our customers or if we are unable to implement more efficient printing, 
mailing, delivery and order fulfillment systems. 


We self-insure certain risks and may be adversely impacted by unfavorable claims experience. 


We are self-insured for various types of insurable risks including associate medical benefits, workers’ 
compensation, property, general liability and automobile up to certain stop-loss limits. Claims are difficult to 
predict and may be volatile. Any adverse claims experience could result in future costs significantly in excess of 
historical costs and could have a material adverse effect on our results of operations and financial condition. 


We significantly rely on our ability to implement and sustain information technology systems. 


Our success depends, in part, on the secure and uninterrupted performance of our information technology 
systems. Our computer systems as well as those of our service providers are vulnerable to damage from a variety 
of sources, including telecommunication failures, malicious human acts and natural disasters. Moreover, despite 
network security measures, some of our servers and those of our service providers are potentially vulnerable to 
physical or electronic break-ins, computer viruses and similar disruptive problems. Additionally, these types of 
problems could result in a breach of confidential customer information which could result in damage to our 
reputation and/or litigation. Despite the precautions we have taken, unanticipated problems may nevertheless 
cause failures in our information technology systems. Sustained or repeated system failures that interrupt our 
ability to process orders and deliver products to the stores in a timely manner or expose confidential customer 
information could have a material adverse effect on our results of operations, controls and reporting. 


In addition, we are currently implementing modifications and upgrades to the information technology systems for 
merchandise, sourcing, distribution, e-commerce and support systems, including finance. Modifications involve 
replacing legacy systems with successor systems, making changes to legacy systems or acquiring new systems 
with new functionality. We are aware of inherent risks associated with replacing these systems, including 
accurately capturing data and system disruptions. The launch of these successor systems will take place in a 
phased approach. Information technology system disruptions, if not anticipated and appropriately mitigated, 
could have a material adverse effect on our operations. 


We may fail to comply with regulatory requirements. 


As a public company, we are subject to numerous regulatory requirements. Our policies, procedures and internal 
controls are designed to comply with all applicable laws and regulations, including those imposed by the 
Sarbanes-Oxley Act of 2002, the Securities and Exchange Commission and the New York Stock Exchange (the 
“NYSE”). Failure to comply with such laws and regulations could have a material adverse effect on our 
reputation, financial condition and on the market price of our common stock. 


We may be subject to certain legal matters. 


We are subject to complex compliance and litigation risks. Difficulty can exist in complying with sometimes 
conflicting regulations in local, national or international jurisdictions as well as new or changing regulations that 
affect how we operate. In addition, we may be impacted by litigation trends, including class action lawsuits 
involving consumers and shareholders that could have a material adverse effect on our reputation, financial 
condition and on the market price of our common stock. 


ITEM 1B. UNRESOLVED STAFF COMMENTS. 


None. 
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ITEM 2. PROPERTIES. 


The following table provides the location, use and size of our distribution, corporate and product development 
facilities as of January 31, 2009: 


Approximate 

Square 

Location Use Footage 
Columbus, Ohio .................000. Corporate, distribution and shipping 6,414,000 
New York, New York ............2.04. Office, sourcing and product development/design 554,000 
Montreal, Quebec, Canada ............. Office, distribution and shipping 455,000 
Kettering, OhI0' 2... eee ee ee ees Call center 94,000 
Hon? Kone © 2 piwscscy ee daa acnae a elon Office and sourcing 80,000 
Rio Rancho, New Mexico.............. Call center 73,000 
Paramus, New Jersey ..............04. Research and development and office 31,000 
Various foreign locations .............. Office and sourcing 33,000 


United States 


Our business for both the Victoria’s Secret and Bath & Body Works segments is principally conducted from 
office, distribution and shipping facilities located in the Columbus, Ohio area. Additional facilities are located in 
New York, New York; Kettering, Ohio; Rio Rancho, New Mexico and Paramus, New Jersey. 


Our distribution and shipping facilities consist of seven buildings located in the Columbus, Ohio area. These 
buildings, including attached office space, comprise approximately 6.4 million square feet. 


As of January 31, 2009, we operate 2,686 retail stores located in leased facilities, primarily in malls and shopping 
centers, throughout the United States. A substantial portion of these lease commitments consists of store leases 
generally with an initial term of ten years. The leases expire at various dates between 2009 and 2024. 


Typically, when space is leased for a retail store in a mall or shopping center, we supply all improvements, 
including interior walls, floors, ceilings, fixtures and decorations. The cost of improvements varies widely, 
depending on the design, size and location of the store. In certain cases, the landlord of the property may provide 
an allowance to fund all or a portion of the cost of improvements serving as a lease incentive. Rental terms for 
new locations usually include a fixed minimum rent plus a percentage of sales in excess of a specified amount. 
We usually pay certain operating costs such as common area maintenance, utilities, insurance and taxes. For 
additional information, see Note 16 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 


International 
Canada 


Our international business is principally conducted from owned and leased office, distribution and shipping 
facilities located in the Montreal, Quebec area. Additional leased office facilities are located in Toronto, Ontario. 


Our distribution and shipping facilities consist of two buildings located in the Montreal, Quebec area. These 
buildings, including attached office space, comprise approximately 355,000 square feet. Additionally, we lease 
additional office facilities in the Montreal area comprised of approximately 100,000 square feet. 


As of January 31, 2009, we operate 328 retail stores located in leased facilities, primarily in malls and shopping 


centers, throughout the Canadian provinces. A substantial portion of these lease commitments consists of store 
leases generally with an initial term of ten years. The leases expire at various dates between 2009 and 2024. 
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Other International 
As of January 31, 2009, we also have global representation through 497 independently owned “La Senza” and 


“La Senza Girl” stores operated by licensees in 45 countries under 13 license agreements. 


We also operate small sourcing-related office facilities in various foreign locations. 


ITEM 3. LEGAL PROCEEDINGS. 


We are a defendant in a variety of lawsuits arising in the ordinary course of business. Plaintiffs may seek to 
recover large and sometimes unspecified amounts or other types of relief and some matters may remain 
unresolved for several years. Although we are unable to predict with certainty the eventual outcome of any 
litigation, in the opinion of management, our legal proceedings are not expected to have a material adverse effect 
on our financial position or results of operations. 


ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS. 
Not applicable. 
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PART II 


ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER 
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES. 


Our common stock (“LTD”) is traded on the New York Stock Exchange. On January 31, 2009, there were 
approximately 59,000 shareholders of record. However, including active associates who participate in our stock 
purchase plan, associates who own shares through our sponsored retirement plans and others holding shares in 
broker accounts under street names, we estimate the shareholder base to be approximately 165,000. 


The following table provides our quarterly market prices and cash dividends per share for 2008 and 2007: 


_—_Market Price Cash Dividend 
High Low Per Share 

2008 

Fourth quartets s.s<.5s iin eta ais Cagis ae ee Agee a a $12.25 $ 6.90 $0.15 
Third: quarter 00 sasd hoeaee Pa iat de eee oe ae 22.16 9.85 0.15 
SECON GUANER scsi sess dissed gue eevee dee g a kaeaa a bald nlbadnees 19.73 14.45 0.15 
Furst quanter oi oc0 6 Swen Goede tye lea dieses gee es 19.45 14.41 0.15 
2007 

Fourth:quatter® 2 ict cece he setae Sate eis $21.92 $14.82 $0.15 
Third: Quarter’ ..0s poc0 9k tba oad be Seddon ee 24.85 20.73 0.15 
SECONG: QUAN ER hhc. d eek coe ee ae eS Sb ape ade 29.30 22.81 0.15 
PIst-qQUamters: ..5cseeeie sean cos obiwer been phe ea eked eae: 29.88 24.87 0.15 
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The following graph shows the changes, over the past five-year period, in the value of $100 invested in our 
common stock, the Standard & Poor’s 500 Composite Stock Price Index and the Standard & Poor’s 500 Retail 
Composite Index. The plotted points represent the closing price on the last day of the fiscal year indicated. 


COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN* 
AMONG LIMITED BRANDS, INC., THE S&P 500 INDEX AND THE S&P RETAIL COMPOSITE 
INDEX 


*$100 INVESTED IN STOCK OR IN INDEX AT THE CLOSING PRICE ON 1/31/04 — INCLUDING 
REINVESTMENT OF DIVIDENDS. 


Comparison of Cumulative Five Year Total Return 


200 


150 


oDPrprrosdw 
o 
So 


a 
So 


0 
1/31/04 1/29/05 1/28/06 2/03/07 2/02/08 1/31/09 


—H— Limited Brands, Inc. = ® = S&P 500 Index ==&=S&P 500 Retailing 


The following table provides our repurchases of our common stock during the fourth quarter of 2008: 


Total Number Maximum 
of Shares Number of Shares 
Total Purchased as (or Approximate 
Number of Average Price Part of Publicly Dollar Value) that May 
Shares Paid Per Announced Yet be Purchased 
Period Purchased(a) Share(b) Programs(c) Under the Programs(c) 
(in thousands) (in thousands) 
November 2008 ........ 00.0000 cece eee ees 4,963 $8.63 4,958 $31,244 
December 2008: x. dsecsps sicanecseduvceserscatiadee deSoeteraans deed 3 9.54 — 31,244 
January 2009 side actaciadsmdsak enue aes — — — 31,244 
MOU Sizer brexeces eats. asvdateidsecsi a dectcte ter ded fenichheteryosctear’ 4,966 8.64 4,958 31,244 


(a) The total number of shares repurchased primarily includes shares repurchased as part of publicly announced programs, 
with the remainder relating to shares repurchased in connection with (i) tax payments due upon vesting of employee 
restricted stock awards, and (11) the use of our stock to pay the exercise price on employee stock options. 

(b) The average price paid per share includes any broker commissions. 

(c) For additional share repurchase program information, see Note 19 to the Consolidated Financial Statements included in 
Item 8. Financial Statements and Supplementary Data. 
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ITEM 6. SELECTED FINANCIAL DATA. 


Summary of Operations 


Net Sales. ¢ veereavan Gabe 09586 a eds 
Gross Profit (d) ... 0... 0... cece eee 
Operating Income (e) .................0.0000. 


Income Before Cumulative Effect of Changes in 


Accounting Principle (f) .................4. 


Cumulative Effect of Changes in Accounting 


Principle(b)(C). woakcsdende- ove ea dea ce oh kes 
Net Income (f) ........ 0.0... 


Gross. Profit.(d) sic conte cs ede eed eawade takes 
Operating Income ......................0000. 


Income Before Cumulative Effect of Changes in 


Accounting Principle ................2000- 


Per Share Results 
Net Income per Basic Share: 
Income Before Cumulative Effect of 


Changes in Accounting Principle ........ 
Net Income per Basic Share .............. 


Net Income per Diluted Share: 
Income Before Cumulative Effect of 


Changes in Accounting Principle ........ 
Net Income per Diluted Share ............ 
Dividends per Share (g) ................0005. 


Weighted Average Diluted Shares Outstanding 


(in millions) ..... 0.0... cee eee eee 


Other Financial Information 


Cash and Cash Equivalents .................. 
Total. ASSets:. 36 iii dw heen etd thr dake dye 
Working Capital .i)0 50k eae eeapdls merece gays 
Net Cash Provided by Operating Activities ...... 
Capital Expenditures ...................00.. 
Tong=term Debt? 24, aecscsiace-d Giginre sip ldle’w wlgyaere sense 
Other Long-term Liabilities .................. 
Shareholders’ Equity ...................00.. 


Return on Average Shareholders’ Equity ........ 


Comparable Store Sales (Decrease) 


WGrE ASS (Gs: os ctodes Shed, 6 aS eh R Bes 
Return on Average Assets ............0.0000- 
Debt-to-equity Ratio... 2.2... ee eee ee eee 
Current Ratio 2.0... 0.0... eee eee 


Stores and Associates at End of Year 


Number of Stores (i)... 2.0... 0000.0 
Selling Square Feet (in thousands) (i) .......... 
Number of Associates ........... 0.000000 ee 


January 31, 
2009 


Fiscal Year Ended 


February 2, February3, January 28, 
2008 2007(a)(b) 2006(c) 


January 29, 
2005 


$ 1,173 
6,972 
1,612 

954 
479 
2,897 
732 
1,874 


11% 


(9%) 
3% 
155% 
2.3 


3,014 
10,898 
90,900 
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(in millions) 


$10,134 $ 10,671 $ 9,699 
3,509 4,013 3,480 
1,110 1,176 986 

718 675 666 
— 1 17 

718 676 683 
(as a percentage of net sales) 

34.6% 37.6% 35.9% 

11.0% 11.0% 10.2% 
71% 6.3% 6.9% 


$ 191 $ 171 $ 1.66 
1.91 1.71 1.70 


$ 189 $ 168 $ 1.62 
1.89 1.68 1.66 
$ 060 $ 060 $ 0.60 


380 403 411 


(in millions) 


$1,018 $ 500 $ 1,208 
7,437 7,093 6,346 
1,545 1,062 1,209 

765 600 1,081 
749 548 480 
2,905 1,665 1,669 
709 520 452 
2,219 2,955 2,471 
28% 25% 28% 
(2%) 1% (1% 
10% 10% 11% 
131% 56% 68% 
2.1 1.6 1.8 
2,926 3,766 3,590 


10,310 15,719 15,332 
97,500 125,500 110,000 


36.1% 
10.9% 


7.5% 


3,779 
15,801 
115,300 


(a) 
(b) 


(c) 


(d) 
(e) 


(f) 


Fifty-three week fiscal year. 


On January 29, 2006, we adopted Statement of Financial Accounting Standards 123 (revised 2004), Share- 
Based Payment (“SFAS 123(R)”’), which requires the measurement and recognition of compensation 
expense for all share-based awards made to employees and directors based on estimated fair values on the 
grant date. For additional information, see Notes 2 and 20 to the Consolidated Financial Statements included 
in Item 8. Financial Statements and Supplementary Data. 


The cumulative effect of adopting SFAS 123(R) was $0.7 million, net of tax of $0.4 million, and was 
recognized as an increase to net income in the Consolidated Statement of Income as of the beginning of the 
first quarter of 2006. 


During the fourth quarter of 2005, we changed our inventory valuation method. Previously, inventories were 
principally valued at the lower of cost or market, on a weighted-average cost basis, using the retail method. 
Commencing in 2005, inventories are principally valued at the lower of cost or market, on a weighted- 
average cost basis, using the cost method. 


The cumulative effect of this change was $17 million, net of tax of $11 million. This change was recognized 
as an increase to net income in the Consolidated Statement of Income as of the beginning of the first quarter 
of 2005. In addition to the $17 million cumulative impact recognized as of the beginning of the first quarter, 
the effect of the change during 2005 was to decrease net income by $4 million, or $0.01 per diluted share. 


Amounts presented are restated for 2007 to conform to current period presentation. 
Operating income includes the effect of the following items: 


(i) In 2008, a $215 million impairment charge related to goodwill and other intangible assets for our La 
Senza business, a $128 million gain related to the divestiture of a personal care joint venture, $23 
million of expense related to restructuring activities and a $19 million impairment charge related to a 
joint venture. 

(ii) In 2007, a $302 million gain related to the divestiture of Express, a $72 million loss related to the 
divestiture of Limited Stores, $48 million related to initial recognition of income for unredeemed gift 
cards at Victoria’s Secret, $53 million of expense related to various restructuring activities and $37 
million of gains related to asset sales. 

(iii) In 2006, $26 million in incremental share-based compensation expense related to the adoption of SFAS 
123(R). 

(iv) In 2005, $30 million related to initial recognition of income for unredeemed gift cards at Bath & Body 
Works and Express. 

(v) In 2004, a $61 million charge to correct our accounting for straight-line rent and the depreciation and 
amortization of leasehold improvements and certain landlord allowances. 


For additional information on 2008, 2007 and 2006 items, see the Notes to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplementary Data. 


In addition to the items previously discussed in (e), net income includes the effect of the following items: 


(i) In 2008, $15 million of favorable tax benefits in the fourth quarter primarily related to certain discrete 
foreign and state income tax items and a $13 million pre-tax gain related to a cash distribution from 
Express. 

(ii) In 2007, a $100 million pre-tax gain related to a cash distribution from Easton Town Center, LLC, a 
$17 million pre-tax gain related to an interest rate hedge and $67 million of favorable tax benefits 
primarily relating to: 1) the reversal of state net operating loss carryforward valuation allowances and 
other favorable tax benefits associated with the Apparel divestitures; 2) a decline in the Canadian 
federal tax rate; 3) audit settlements and 4) other items. 


(iii) In 2005, a $77 million favorable one-time tax benefit related to the repatriation of foreign earnings 
under the provisions of the American Jobs Creation Act and $40 million of pre-tax interest income 
related to an Internal Revenue Service tax settlement. 


(iv) In 2004, pre-tax non-operating gains of $90 million related to New York & Company and $18 million 
related to Galyan’s Trading Company, Inc. 
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For additional information on 2008 and 2007 items, see the Notes to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplementary Data. 


(g) In 2004, dividends per share include a special dividend of $1.23 per share. 


(h) A store is typically included in the calculation of comparable store sales when it has been open or owned 12 
months or more and it has not had a change in selling square footage of 20% or more. Additionally, stores of 
a given brand are excluded if total selling square footage for the brand in the mall changes by 20% or more 
through the opening or closing of a second store. 


(i) Number of stores and selling square feet excludes independently owned La Senza stores operated by 
licensees. 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATION. 


The following discussion and analysis of financial condition and results of operations are based upon our 
Consolidated Financial Statements, which have been prepared in accordance with accounting principles generally 
accepted in the United States of America. The following information should be read in conjunction with our 
financial statements and the related notes included in Item 8. Financial Statements and Supplementary Data. 


Our operating results are generally impacted by changes in the U.S. and Canadian economies and, therefore, we 
monitor the retail environment using, among other things, certain key industry performance indicators such as the 
University of Michigan Consumer Sentiment Index (which measures consumers’ views on the future course of 
the U.S. economy), the National Retail Traffic Index (which measures traffic levels in malls nationwide) and 
National Retail Sales (which reflects sales volumes of 5,000 businesses as measured by the U.S. Census Bureau). 
These indices provide insight into consumer spending patterns and shopping behavior in the current retail 
environment and assist us in assessing our performance as well as the potential impact of industry trends on our 
future operating results. Additionally, we evaluate a number of key performance indicators including comparable 
store sales, gross profit, operating income and other performance metrics such as sales per average selling square 
foot and inventory per selling square foot in assessing our performance. 


Executive Overview 
Strategy 
Our strategy supports and drives our mission to build a family of the world’s best fashion retail brands whose 
well-told stories create loyal customers and deliver sustained growth for our stakeholders. 
To execute our strategy, we are focused on these key strategic imperatives: 
¢ Grow our core brands in current channels and geographies; 
e Extend our core brands into larger footprints and new channels and geographies; 
e Incubate and grow new brands in current channels; 
e Build enabling infrastructure and capabilities; 
¢ Become the top destination for talent; and 


¢ Optimize our capital structure. 


2008 Overview 


We anticipated that the retail environment would be challenging in 2008. However, the holiday season was much 
more difficult than expected as a result of the global economic downturn and its impact on the U.S. and Canadian 
retail environment. Our financial performance in 2008 was significantly impacted by the downturn. Our net sales 
decreased 11% to $9.043 billion, driven by a comparable store sales decrease of 9%, and our operating income 
decreased $521 million to $589 million. The decline in our operating income included a $215 million impairment 
of goodwill and other intangible assets related to our La Senza business. For additional information related to our 
2008 financial performance, see “Results of Operations—2008 Compared to 2007.” 


As a result of these challenges, we focused on the conservative management of retail fundamentals including: 


e Inventory levels—we ended 2008 down 6% and 33% as compared to 2007 and 2006, respectively, and our 
inventory per selling square foot ended 2008 down 8% and 34% compared to 2007 and 2006, respectively; 


¢ Operating expenses—we have taken actions to reduce our expense base including reducing our home office 
headcount by approximately 10% during the second quarter of 2007 and an additional 10% during the fourth 
quarter of 2008; 
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* Capital expenditures—we reduced our capital expenditures from $749 million in 2007 to $479 million in 
2008. We are currently planning capital expenditures of approximately $200 million in 2009; 


* Cash and liquidity—we generated cash flow from operations of $954 million in 2008 and ended 2008 with 
$1.2 billion in cash. Additionally, in February 2009, we renegotiated the covenants on our $750 million term 
loan and $1 billion revolving credit facility to provide us additional flexibility in this uncertain environment. 


Despite the challenging environment during 2008, we accomplished the following in terms of the execution of 
our business strategy: 
e The stabilization of operations in our new distribution center for Victoria’s Secret Direct; 


e The divestiture of a personal care joint venture in the first quarter of 2008 which generated pre-tax cash 
proceeds of $159 million and a pre-tax gain of $128 million; 


¢ The successful introduction of Bath & Body Works stores into Canada; and 


e The implementation of our new supply chain systems at Mast. 


2009 Outlook 
Economic Environment 


The global retail sector and our business continue to face a very uncertain and difficult environment and, as a 
result, we have taken a defensive stance in terms of the financial management of our business. We will continue 
to manage our business conservatively and we will focus on the execution of the retail fundamentals noted above. 


At the same time, we are aggressively focusing on bringing compelling merchandise assortments, marketing and 

store experiences to our customers. We will look for, and capitalize on, those opportunities available to us in this 

difficult environment. We believe that our brands, which lead their categories and offer high emotional content at 
accessible prices, are well positioned heading into 2009. 


International Expansion 


We anticipate opening approximately 20 new Bath & Body Works Canada stores in 2009. The six stores that we 
opened in 2008 have exceeded our performance expectations. Additionally, we will continue to explore other 
international opportunities in 2009. 


Capital Expenditures 


We plan to spend approximately $200 million in 2009 on capital expenditures with the majority relating to 
opening new stores and remodeling and improving existing stores. We expect to open approximately 50 new 
stores in the U.S. and Canada and to remodel approximately 40 stores during 2009. 
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Store Data 


The following table compares 2008 store data to the comparable periods for 2007 and 2006: 


2008 2007 

Sales Per Average Selling Square Foot 

Victoria’s Secret Stores .............0.. $ 620 $ 694 

La Senza (a) (b) (Cc) «0... eee eee eee 524 529 

Bath & Body Works .................. 594 655 
Sales per Average Store (in thousands) 

Victoria’s Secret Stores .............. $3,480 $3,678 

La Senza (a) (b) (Cc) .... 2... ee ee eee 1,551 1,619 

Bath & Body Works ................ 1,410 1,540 
Average Store Size (selling square feet) 

Victoria’s Secret Stores .............00. 5,727 5,489 

Lea S@nza.(a). (C): svar scat naa ae naseae es 3,026 2,888 

Bath & Body Works ................4. 2,378 2,370 
Total Selling Square Feet (in thousands) 

Victoria’s Secret Stores .............00. 5,973 5,599 

Lea Senza (a) (C) svc stacy cbue tee ate 974 901 

Bath & Body Works ...............04. 3,895 3,773 


(a) La Senza was acquired on January 12, 2007. 


(b) Excluding the impact of currency fluctuations, sales per average selling square foot were flat for 2008 and sales 


per average store decreased 3% for 2008. 


(c) Metric excludes independently owned La Senza stores operated by licensees. 


NM Not meaningful 


2006 


$ 731 
NM 
697 


$3,698 
NM 
1,613 


5,111 
NM 
2,331 


5,126 
944 
3,604 


% Change 
2008 2007 


(11%) (5%) 
(1%) NM 
(9%) (6%) 


(5%) (U%) 
(4%) NM 
(8%) (5%) 


4% 71% 
5% NM 
—% 2% 
7% 9% 
8% (5%) 
3% 5% 


The following table compares 2008 store data to the comparable periods for 2007 and 2006: 


Number of Stores (a) 


Victoria’s Secret 

Beginning of Period 2.0... ce cece ee ete ent e be ememmane bees 
OPCNe 1 ii sick canes cone ans qadiint haieeta, 2 eae Sateen 
CIOS ED i550 scar g ignite aa S hy silanes vee as 8 gcd wile B Blau gnaevevauardisee ses 


Enid Of Pend yi tciv s<.a,5,0-d.4tvetiha ee wnkls ¥ iach aden bao anak back 


La Senza (b) 
Beginning of PenOd) 2.0.02 2c) hace dies iiaead whe eamenceda teed 


Bath & Body Works 

Beginning of PeriOd: \s.0s.hcce08. beak Ma CAG eee eee bea 
Opened (oir isc5 a2 es Masd ed sided ae od a eh iatloae acne d 
CIOSED si uneis cask an macahnde ba paltenak 4 adincomihen anes eae 


End of Period... 0... 00. tte eee 


Apparel 
Beginning of PertOd 2.9 .s2e soe cioisewuieeeaa baddies Deinaiee ea eed 3 


2008 2007 2006 
1,020 1,003 998 
4 35 24 
(18) (18) (19) 
1,043 1,020 1,003 
312-201 = 
15 27 = 
(5) (6) (2) 
aS os. 
322 «312,—t«<C 
1,592 1,546 1,555 
80 67 20 
(34) (21) (29) 
1,638 1,592 1,546 
— 918 1,035 
= ai 2 
— (49) (119) 
oe 
= — 918 


(a) Excludes Henri Bendel store locations (5 in 2008 and 2 in 2007 and 2006), Bath & Body Works Canada store 
locations (6 in 2008 and 0 in 2007 and 2006) and Diva London store locations (0 in 2008 and 2007 and 6 in 2006). 

(b) Number of stores excludes independently owned La Senza stores operated by licensees. 

(c) Represents stores related to the 75% divestitures of our ownership interests in Express and Limited Stores in July 
2007 and August 2007, respectively. 


Results of Operations—2008 Compared to 2007 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for 2008 in comparison to 2007: 


Operating Income Rate 


2008 2007(a) 2008 2007 
(in millions) 
Victoria’s Secret (b) (C) .... 0... ee eee eee $405 $ 718 7.2% 12.8% 
Bath & Body Works .............0..00005 215 302 9.1% 12.1% 
Apparel (QD) cscs acsa dented es eee aeas — 250 NA 28.7% 
Other (e) (f) (g) (h) 2... eee eee ee (31) (160) (2.9%) (13.7%) 
WOtal $3.04 ss-sdoeseed baer Oe eh ds $589 $1,110 6.5% 11.0% 


(a) Amounts presented are restated to conform with the corporate cost allocation methodology adopted at the 
beginning of 2008. For additional information, see Note 21 to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplementary Data. 

(b) 2008 includes a $215 million impairment charge related to goodwill and other intangible assets for the La 
Senza business. For additional information, see Critical Accounting Policies and Estimates and Note 10 to 
the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(c) 2007 includes $48 million related to initial recognition of income for unredeemed gift cards for Victoria’s 
Secret. 

(d) 2007 includes a $230 million net gain related to the divestiture of Express and Limited Stores. For 
additional information, see Note 6 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 

(e) Includes Corporate, Mast, Henri Bendel and Bath & Body Works Canada. 

(f) 2008 includes a $109 million net gain on joint ventures. For additional information, see Note 6 and Note 11 
to the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(g) 2008 includes $23 million of expense related to restructuring activities. For additional information, see Note 
7 to the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary 
Data. 

(h) 2007 includes restructuring and impairment charges totaling $53 million, which excludes both the $6 
million of minority interest income associated with the charges and $25 million in gains related to the sale 
of corporate aircraft. For additional information, see Note 7 to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplementary Data. 

NA Not applicable 


For 2008, operating income decreased $521 million to $589 million and the operating income rate decreased to 
6.5% from 11.0%. The drivers of the operating income results are discussed in the following sections. 


Al 


Net Sales 
The following table provides net sales for 2008 in comparison to 2007: 


2008 2007 % Change 
(in millions) 
Victoria: S:SeCtEt StOreS:: ec .setee ce tenes wale aks ote Mead bead a eee ees $3,590 $ 3,720 (3%) 
Mea SOMZ a (A) es. sects ae seinana cd eeclende bs cedvatsbdndict let ocecd, ane Sede ten dhe cbc bos laeentady andes. ones 491 488 1% 
Victoria's Secret: Direct | co<5-6scccise esas Sie hab die Seeds Ge OSS ord cap en 1,523 1,399 __ 9% 
Total Victoria’ s: Secret: .c3.0604 cade 2a hae era dd eae Bea 5,604 5,607 —% 
Bath & Body Works 2.400006 400s ei eee v ese bees a ede eee eee ee 2,374 2,494 (5%) 
EX Press:(D)!. ce a.3¢, ceeds anensea he ocbia se y Wi dog ere, doe Woes Weeden bh Ante Bade Bed NA 659 NM 
Lamited Stores: (6) secede tuain d acing pe gl Relheu dite a gece audi aa dual ead NA 211 NM 
Total Appatel (Db): s.)si3.0.0 0s soa dd reek eaeatink eo eeGan bowled NA 870 NM 
Other (GC). sc: odie hd ek aw bb ed dh ae eater er eed Se eG a Aas 1,065 1,163 _ (8%) 
Total NetSales: ..6.3c33denh05@diace3 t4dmdied 34 Oak bee whee $9,043 $10,134 1%) 


(a) La Senza includes a $19 million decrease in net sales from 2007 to 2008 related to currency fluctuations. 
(b) Express and Limited Stores were divested in July 2007 and August 2007, respectively. 

(c) Other includes Corporate, Mast, Henri Bendel and Bath & Body Works Canada. 

NA Not applicable 

NM Not meaningful 


The following tables provide a reconciliation of net sales for 2007 to 2008: 


Victoria’s Bath & Body 


Secret Works Apparel Other Total 
(in millions) 

2007 Net Sales .........0. 0... ccc een eee $5,607 $2,494 $870 $1,163 $10,134 
Comparable Store Sales ............ 0.0000 e ee eee (289) (212) — — (501) 
Sales Associated with New, Closed, Divested and 

Non-comparable Remodeled Stores, Net (a) ...... 162 73 (870) 14 (621) 
Direct Channels: .....0.0.60 600 bese ee de eee de ees 124 19 — — 143 
Mast Third-party Sales and Other ................ — — — (112) (112) 
2008 Net Sales .........0.. 0... c ccc ect n eee $5,604 $2,374 $ — $1,065 $ 9,043 


(a) Victoria’s Secret includes a $19 million decrease in net sales at La Senza related to currency fluctuations. 


The following table compares 2008 comparable store sales to 2007: 


20082007 

Victonia’s Secret Stores: 2.2 ss:00:3. 5k eie 5 Lae wae ae eee GA Ges (9%) (2%) 
ea S6N24. sce tie eet his tees We ce Bde We eee oe Rae Wee Se wads _B%) _ 6% 
Total VictOna’ Ss S@cret. ote0234g0ceceascne oan cacds beds whe Se eRe (8%) (2%) 
Bath: dé: Body Works :iecis:s, cece one hou kek b gta eater as cesta al acaceagla eke gars (9%) (4%) 
Express:(4)  s.icinsdccpdctaakosddweten cies oe heciwn esi ieee NA 6% 
Limited: Stores (a) 2.6 fcc he eed tt a Sou ws eee eben bas NA _ 4% 
Total Appatel\(@): cc0ccehe neds ete Goede eta ea ow ares oe NA 5% 
Henrt Bendel. : se <camena diane ohe neds Gens dat ee kde eeds wae es _ 1% 2% 

Total Comparable Store Sales 2... 0... . eee ee eee _O%) 2%) 


(a) Reflects comparable store sales prior to the divestitures of Express and Limited Stores in July 2007 and 
August 2007, respectively. 
NA Not applicable 
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For 2008, our net sales decreased 11% to $9.043 billion and comparable store sales decreased 9%. The decrease 
in our net sales was primarily driven by the following: 


Victoria’s Secret 


For 2008, net sales remained relatively flat at $5.604 billion and comparable store sales decreased 8%. The net 
sales result was primarily driven by: 


e At Victoria’s Secret Direct, net sales increased 9% driven by strong performance in certain categories 
including swimwear and dresses and the impact of the 2007 operational issues at the new distribution center; 


e At La Senza, net sales increased slightly due to increased net sales to international licensees and new store 
growth mostly offset by unfavorable currency fluctuations; 


Partially offset by: 


e At Victoria’s Secret Stores, net sales decreased across many categories primarily driven by a merchandise 
assortment that did not overcome the challenging economic environment and initial recognition of gift card 
breakage of $48 million in 2007. The declines were partially offset by growth related to new and expanded 
stores and an increase in Pink. 


The decrease in comparable store sales was primarily driven by declines in store traffic and transactions in 
addition to decreased units per sales transaction. 


Bath & Body Works 


For 2008, net sales decreased 5% to $2.374 billion and comparable store sales decreased 9%. Net sales decreased 
driven by weak store traffic and the challenging economic environment. From a category perspective, declines in 
Signature Collection were offset partially by increases in the Aromatherapy, True Blue Spa and home fragrance 
categories. The decrease in comparable store sales was primarily driven by declines in store traffic and lower 
average unit retail prices offset partially by an increase in merchandise units per transaction. 


Apparel and Other 


For 2008, Apparel net sales decreased $870 million as a result of the 2007 divestitures of 75% of our equity 
interests in Express and Limited Stores. In addition, Other net sales decreased $98 million to $1.065 billion 
primarily driven by a decrease in Mast sales as well as the personal care joint venture that was sold in the first 
quarter of 2008. 


Gross Profit 


For 2008, our gross profit decreased 14% to $3.006 billion and our gross profit rate (expressed as a percentage of 
net sales) decreased to 33.2% from 34.6% primarily driven by the following: 


Victoria’s Secret 


For 2008, gross profit decreased primarily driven by the decrease at Victoria’s Secret Stores in net sales and the 
related decrease in merchandise margin dollars combined with increased buying and occupancy expenses related 
to our new and remodeled stores. 


Victoria’s Secret Direct’s gross profit remained relatively flat as the impact of the 9% increase in net sales was 
offset by the impact of increased promotional activity to clear inventory and an increase in catalogue circulation. 


The gross profit rate decreased driven primarily by an increase in the buying and occupancy expense rate as cited 
above. 
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Bath & Body Works 


For 2008, gross profit decreased primarily driven by lower net sales and a related decrease in merchandise 
margin dollars combined with an increase in buying and occupancy expenses associated with store real estate 
activity. 


The gross profit rate decreased driven primarily by an increase in the buying and occupancy expense rate due to 
the factors cited above. 


Apparel and Other 


For 2008, gross profit decreased $250 million as a result of the divestitures of 75% equity interest in Express and 
Limited Stores in 2007. 


General, Administrative and Store Operating Expenses 


For 2008, our general, administrative and store operating expenses decreased 12% to $2.311 billion primarily 
driven by: 


e the Apparel divestitures in the second quarter of 2007; 
e the elimination of costs related to the technology joint venture that was closed in December 2007; 


e the elimination of costs related to the personal care joint venture that was sold in the first quarter of 2008; 
and 


* expense reductions across all segments, primarily in home office costs. 


Partially offset by: 


* gains of $25 million related to the sale of corporate aircraft in 2007. 


The general, administrative and store operating expense rate decreased to 25.6% from 25.8% primarily driven by 
the factors cited above. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2008, we recognized charges totaling $215 million related to the impairment of goodwill 
and trade name assets associated with our La Senza business. The impairment charges were based on our 
evaluation of the estimated fair value of the La Senza business and trade name assets as compared to their 
respective carrying values. Our evaluation concluded that as a result of the global economic downturn and the 
related negative impact on La Senza’s operating performance, the fair value of the La Senza business and trade 
name assets were below their carrying values as of the fourth quarter of 2008. For additional information, see 
Critical Accounting Policies and Estimates and Note 10 to the Consolidated Financial Statements included in 
Item 8. Financial Statements and Supplemental Data. 


Net Gain on Joint Ventures 


In April 2008, we and our investment partner completed the divestiture of a personal care joint venture to a third 
party. We recognized a pre-tax gain of $128 million on the divestiture. The pre-tax gain is included in Net Gain 
on Joint Ventures on the 2008 Consolidated Statement of Income. In addition, we recorded a $19 million 
impairment charge related to another joint venture. The charge consisted of writing down the investment balance, 
reserving certain accounts and notes receivable and accruing a contractual liability. The impairment of $19 
million is also included in Net Gain on Joint Ventures on the 2008 Consolidated Statement of Income. 


24 


Apparel Divestitures 


On July 6, 2007, we finalized the divestiture of a 75% ownership interest in our Express brand to affiliates of 
Golden Gate Capital for pre-tax net cash proceeds of $547 million. The transaction resulted in a pre-tax gain on 
divestiture of $302 million. 


On August 3, 2007, we divested a 75% ownership interest of our Limited Stores business to affiliates of Sun 
Capital Partners. As part of the transaction, Sun Capital contributed $50 million of equity capital into the 
business and arranged for a $75 million credit facility. We received no cash proceeds from the transaction and 
recorded a pre-tax loss of $72 million on the transaction. 


Other Income and Expenses 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for 2008 and 2007: 


2008 2007 
Average daily borrowings (in millions) ......... 0.0... ce eee eee eee eee eee $2,909 $2,408 
Average borrowing rate (in percentages) ........ 0.00... cece eee eee eee eee 5.9% 6.2% 


For 2008, interest expense increased $32 million to $181 million. The increase was primarily driven by an 
increase in average borrowings and an increase in fees related to our credit facilities partially offset by a decrease 
in the average borrowing rate. 


Interest Income 


For 2008, our interest income remained flat at $18 million as the impact of higher average invested cash balances 
was offset by a decrease in average effective interest rates. 


Other Income (Loss) 


For 2008, other income (loss) decreased $105 million to $23 million due to a 2007 gain of $100 million related to 
a distribution from Easton Town Center, LLC and net gains of $17 million from the settlement of interest rate 
lock agreements in 2007. The other income decrease was partially offset by a $71 million cash distribution from 
Express which resulted in a pre-tax gain of $13 million in 2008. 


Minority Interest 


For 2008, minority interest decreased $18 million to $4 million. Minority interest represents the proportional 
share of net income or losses of consolidated, less than wholly owned subsidiaries attributable to the minority 
interest investor. The decrease is a result of the divestiture of a personal care joint venture in first quarter of 2008 
and the closure of a technology joint venture in December 2007. 


Provision for Income Taxes 


For 2008, our effective tax rate increased to 51.5% from 36.4%. The increase in the rate resulted primarily from 
the 2008 impairment of goodwill and other intangible assets at La Senza, which is not deductible for income tax 
purposes. 
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Results of Operations—Fourth Quarter of 2008 Compared to Fourth Quarter of 2007 


Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for the fourth quarter of 2008 in comparison to the fourth quarter of 2007: 


Fourth Quarter Operating Income Rate 
2008 2007(a) 2008 2007 
(in millions) 

Victoria’s Secret (b) (C) 2... eee eee $ (2) $358 (0.1%) 18.9% 
Bath & Body Works ........ 0.00.00. c cece eee ee 209 296 21.0% 27.3% 
Other: (CYS) sie eed gracecessestaiake a elahd a ane a be dbl end gugthe oo blame o Ses (54) (33) (24.2%) (10.5%) 
Lotal a acdin Sedan etnies pe bh4 waited baa Sik $153 $621 5.1% 19.0% 
(a) Amounts presented are restated to conform with the corporate cost allocation methodology adopted at the 


(b) 


(c) 


(d) 
(e) 


beginning of 2008. For additional information, see Note 21 to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplementary Data. 

2008 includes a $215 million impairment charge related to goodwill and other intangible assets for the La 
Senza business. For additional information, see Critical Accounting Policies and Estimates and Note 10 to 
the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 
2007 includes $48 million related to initial recognition of income for unredeemed gift cards for Victoria’s 
Secret. 

Includes Corporate, Mast, Henri Bendel and Bath & Body Works Canada. 

2008 includes $23 million in restructuring charges. For additional information, see Note 7 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 


For the fourth quarter of 2008, operating income decreased $468 million to $153 million and the operating 
income rate decreased to 5.1% from 19.0%. The drivers of the operating income results are discussed in the 
following sections. 


Net Sales 


The following table provides net sales for the fourth quarter of 2008 in comparison to the fourth quarter of 2007: 


2008 2007 % Change 


Fourth Quarter (in millions) 
Victoria's Secret:StoreS. & sided) bet bs oni in Sates bvdeceteweeied ete hadi tea sh ees $1,185 $1,294 (8%) 
ha Senza. (a) 22 wk airs and Soeuns eee Oe awe abide bee eee oe ad Hee bed 133 166 (20%) 
Victoria's Secret Direct: .2 i-.4-0 adn teed opera ee eee bos Sa dae eed beet els 449 433 4% 
Total Victoria's Secret. onc sccecacheinagiiwiteitaneesblwdetaeeaddes 1,767 ~—-1,893 (7%) 
Bath: & Body W Orks: ais aced- sus dc doch aoa Sista eles, Wea sag aed ahed uaraidpaidatenatdes Se ahdane 998 1,080 (8%) 
OUGE(D) x55 365 dp ora Bens oped oe tad) o Suiasd deateng aaekle wee Sete Oe dee Gis le 226 303 (25%) 
MOU NOt Sales: cece. cece tes Setar ace ase anaes atom atti ood a pesos, sea enasarice Sek $2,991 $3,276 (9%) 
(a) La Senza includes a $31 million decrease in net sales from 2007 to 2008 related to currency fluctuations. 


(b) 


Other includes Corporate, Mast, Beauty Avenues, Henri Bendel and Bath & Body Works Canada. 
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The following table provides a reconciliation of net sales for the fourth quarter of 2007 to the fourth quarter of 
2008: 


Victoria’s Bath & Body 


Secret Works Other Total 

Fourth Quarter (in millions) 

2007 Net Sales: ecociice se cadicnde See wre edad ba Maree awd ae $1,893 $1,080 $303 $3,276 
Comparable Store Sales ...... 20... 0. cece eee eee eae (128) (107) (2) (237) 
Sales Associated With New, Closed, Divested and 

Non-comparable Remodeled Stores, Net (a) .............-4- (14) 18 11 15 

Direct: Channels: <2.:s.6:3 2.4iud <-achecdoal deal eliok oS we (deh 16 7 — 23 
Mast Third-party Sales and Other ............. 0.0.0.0 00 eae — — (86) (86) 

2008 Net Sales .... 0.0.0... cc ce een tenes $1,767 $ 998 $226 $2,991 


(a) Victoria’s Secret includes a $31 million decrease in net sales at La Senza related to currency fluctuations. 


The following table compares fourth quarter of 2008 comparable store sales to fourth quarter of 2007: 


Fourth Quarter 2008 2007 
VICtOMa’ S:SECTEESIOIES. ncoo outs aolee Veedao chewed amet cee (10%) (8%) 
La S@NZa. ost ei tddsi deed bop Sew goa uw eet Seed dw Oe eae oad (10%) 6% 


Total Victoria's Sectet: acc23-240228 scene idee a eens eee oe (10%) (8%) 


Bath. 6&2: BOdy: Works s.c:0cssecdcuaelyare a yiseauad Gjpace-auastnaxtngpa ecadig Medagede ae eenpoase (11%) (8%) 
He nirt Bendel ii.55 dead ehecgois 6g a Avaede Gob etd wane eed ed Rade bee ee (14%) 6% 
Total Comparable Store Sales 2... 0... 2 cece eee (10%) (8%) 


For the fourth quarter of 2008, our net sales decreased 9% to $2.991 billion and comparable store sales decreased 
10%. The decrease in our net sales was primarily driven by the following: 


Victoria’s Secret 


For the fourth quarter of 2008, net sales decreased 7% to $1.767 billion and comparable store sales decreased 
10%. The decrease in net sales was primarily driven by: 


e At Victoria’s Secret Stores, net sales decreased across most categories primarily driven by a merchandise 
assortment that did not overcome the challenging economic environment and the initial recognition of gift 
card breakage of $48 million in 2007. The declines were partially offset by growth related to new and 
expanded stores as well as an increase in Pink; 


e At La Senza, net sales decreased due to unfavorable currency fluctuations and a merchandise assortment 
that did not overcome the challenging economic environment; 


Partially offset by: 


e At Victoria’s Secret Direct, although sales were below our expectations due to the challenging economic 
environment, net sales increased 4% as we anniversaried the 2007 operational issues at the new distribution 
center which negatively impacted net sales in 2007. 


The decrease in comparable store sales was primarily driven by declines in store traffic and lower average unit 
retail prices offset partially by an increase in merchandise units per transaction. 
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Bath & Body Works 


For the fourth quarter of 2008, net sales decreased 8% to $998 million and comparable store sales decreased 
11%. Net sales decreased across most merchandise categories as a result of the challenging economic 
environment. 


The decrease in comparable store sales was primarily driven by lower average unit retail prices and declines in 
store traffic. 


Other 


For the fourth quarter of 2008, net sales decreased 25% to $226 million. The decrease in net sales was primarily 


driven by a decrease in Mast sales as well as the personal care joint venture that was sold in the first quarter of 
2008. 


Gross Profit 


For the fourth quarter of 2008, our gross profit decreased 21% to $1.024 billion and our gross profit rate 
(expressed as a percentage of net sales) decreased to 34.3% from 39.6% primarily driven by the following: 


Victoria’s Secret 
For the fourth quarter of 2008, gross profit decreased primarily driven by: 


e At Victoria’s Secret Stores, gross profit decreased significantly driven by lower merchandise margin dollars 
as a result of the decline in net sales, including the impact of the initial recognition of gift card breakage in 
2007, and increased promotional activity to drive sales and clear inventory. In addition, buying and 
occupancy expenses increased as a result of investment in our new and remodeled stores. 


e At Victoria’s Secret Direct, gross profit decreased as a result of a decline in merchandise margin associated 
with increased promotional activity. Additionally, buying and occupancy expenses increased due to higher 
catalogue circulation; 


e At La Senza, gross profit decreased driven by a decrease in merchandise margin due to unfavorable 


currency fluctuations and a comparable store sales decrease of 10%. 


The decrease in the gross profit rate was driven primarily by a decrease in the merchandise margin rate and an 
increase in the buying and occupancy expense rate due to the factors cited above. 


Bath & Body Works 


For the fourth quarter of 2008, gross profit decreased primarily driven by lower merchandise margin dollars as a 
result of a decline in net sales and an increase in promotional activity to drive sales and clear inventory. In 
addition, buying and occupancy expenses increased as a result of our store real estate activity. 


The decrease in the gross profit rate was driven by a decrease in the merchandise margin rate and an increase in 
the buying and occupancy rate due to the factors cited above. 


General, Administrative and Store Operating Expenses 


For the fourth quarter of 2008, our general, administrative and store operating expenses decreased 3% to $656 
million primarily driven by: 


e the elimination of costs related to the technology joint venture that was closed in December 2007; and 


e the elimination of costs related to the personal care joint venture that was sold in the first quarter of 2008. 
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Partially offset by: 


* arestructuring charge of $23 million consisting of severance and related costs in the fourth quarter of 2008. 


The general, administrative and store operating expense rate increased to 21.9% from 20.6% primarily driven by 
the overall decline in sales during the fourth quarter of 2008. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2008, we recognized charges totaling $215 million related to the impairment of goodwill 
and trade name assets associated with our La Senza business. The impairment charges were based on our 
evaluation of the estimated fair value of the La Senza business and trade name assets as compared to their 
respective carrying values. Our evaluation concluded that as a result of the global economic downturn and the 
related negative impact on La Senza’s operating performance, the fair value of the La Senza business and trade 
name assets were below their carrying values as of the fourth quarter of 2008. For additional information, see 
Critical Accounting Policies and Estimates and Note 10 to the Consolidated Financial Statements included in 
Item 8. Financial Statements and Supplemental Data. 


Other Income and Expense 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for the fourth quarter of 
2008 and 2007: 


Fourth Quarter 2008 2007 
Average daily borrowings (in millions) ............ 0.000 e eee eae $2,900 $2,943 
Average borrowing rate (in percentages) .................0.00000. 5.9% 6.3% 


For the fourth quarter of 2008, our interest expense decreased $1 million to $45 million. The decrease was 
primarily driven by a decrease in average borrowings and average borrowing rates offset partially by an increase 
in fees related to our credit facilities. 


Interest Income 


For the fourth quarter of 2008, our interest income decreased $4 million to $2 million. The decrease was 
primarily driven by a decrease in average effective interest rates which was the result of our investment portfolio 
shift to U.S. government-backed securities. 


Other Income (Loss) 


For the fourth quarter of 2008, our other income decreased $10 million to $0. The decrease was primarily driven 
by lower income from our equity investment in Express. We divested 75% of our equity interest in Express in 
July 2007 and retained the remaining 25% as an equity method investment. 


Provision for Income Taxes 


For the fourth quarter of 2008, our effective tax rate increased to 85.4% from 34.2%. The increase in the rate 
resulted primarily from the impairment of goodwill and other intangible assets at La Senza, which is not 
deductible for income tax purposes. 
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Results of Operations—2007 Compared to 2006 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for 2007 in comparison to 2006: 


Operating Income Rate 


2007(a) 2006(a) 2007 2006 
(in millions) 
Victorias Secret: 5.2224. slecasnd ate Baa. Bee etwoda 8 ai akaya we dod eae a $ 718 $ 879 12.8% 17.1% 
Bath: & Body Works. os. saya ba jotaw on awe ee esws eae weds 302 420 12.1% 16.4% 
APParel iescsccts ites edea oh dudi Gugac et a arabipen ta laledadstardiooanet a Seguale 8 250 (1) 28.7% —_— 
Other (BD) cisda0eecddutecadsaddidabdndahatdwwedawaahs (160) (122) (13.7%) (16.8%) 
TOtal, S362. hed, 0k. a eed Pewee wirate ees get ees eae Aas Gs $1,110 $1,176 11.0% 11.0% 


(a) Amounts presented are restated to conform with the corporate cost allocation methodology adopted at the 
beginning of 2008. For additional information, see Note 21 to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplementary Data. 

(b) Includes Corporate, Mast and Henri Bendel. 


For 2007, operating income decreased $66 million to $1.110 billion and the operating income rate remained flat 
at 11.0%. The drivers of the operating income results are discussed in the following sections. 


Net Sales 


The following table provides net sales for 2007 in comparison to 2006: 


2007 2006 % Change 
(in millions) 
Wactonia:s Secret StOGES: s2iees-« 2. am sok sg ese, eases os dre ES wee BR Re $ 3,720 $ 3,700 1% 
La:Senza (a). ¢<.84¢i ded ecsacedhecess Headey Aw oe asec se obra bee tdas 488 23 NM 
Victoria S:SécretDIrect eisdo deeds ee cn auie os Rad Os eee eth ae eae 1,399 1,416 (1%) 
Total Victoria’s: Secret 2.25.5 64.3. h ace bb wierd dates GR Sede wk bee ames 5,607 5,139 9% 
Bathid Body Works). s. .ci ss eek give Shwe ed ahaa SR eee Ha Se ee 2,494 2,556 (2%) 
EXpress:(D) cabs devadwiwwoe dla wiee ewig an ewadeees +odaw ee nia eed 659 1,749 (62%) 
MermmitedStOTes (1D) 46.6125 sus sae eed: autos, cease Bio eae eae ates eens Gee teod Se teem eg Gna 211 493 G7 %) 
Foetal: Apparel(D) *suicese2s.g, as patanevatiow log da ey dee babe Guard doatectusa dee 4 ole 870 2,242 (61%) 
OUMer (CG) 3.64834 8h ose eae spn eh ee ea eee oa ene a eid, oka dink 1,163 734 58% 
Total: N6t Sales: 2: cc ce cae serdiascs oeste chee Ob zara ee els, wa cee ds $10,134 $10,671 (5%) 


(a) 2006 includes the results of La Senza from the date of acquisition, January 12, 2007. 

(b) Includes the results of Express and Limited Stores prior to their divestitures in July 2007 and August 2007, 
respectively. 

(c) Other includes Corporate, Mast, Beauty Avenues and Henri Bendel. 

NM Not meaningful 
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The following tables provide a reconciliation of net sales for 2006 to 2007: 


Victoria’s Bath & Body 


Secret Works Apparel Other Total 
(in millions) 

2006 Net Sales ....... 0.0... cece ee $5,139 $2,556 $ 2,242 $ 734 $10,671 
Comparable Store sales ......... 0.0... e eee eee (71) (90) 39 — (122) 
Sales Associated With New, Closed, Divested and 

Non-comparable Remodeled Stores, Net ........ 45 6 (1,411) — (1,360) 
La Senza. acc. eaicherias pl de eae a See eee 465 — — — 465 
Direct Channels: 9 360. dica acre atenehetciuse ana ake (19) 22 — — 3 
Initial Gift Card Breakage .................0004. 48 — — — 48 
Mast Third-party Sales and Other ................ — — —_— 429 429 
2007 Net Sales ....... 0.0... ccc cece eens $5,607 $2,494 $ 870 $1,163 $10,134 


The following table compares 2007 comparable store sales to 2006: 


20072006 
VAICCORIA TS SECTOE 1.5. :atide sneha Bosca deatsa hake dig day dice hog lauenscdnay de uate ate dennatectuateoare (2%) 11% 
Bath & Body Works! 66 occ. nestped eagaiee dd eta Gddbe bdawe ew ea bes (4%) 10% 
BEX TESS.) sae ising aviscin pices seus g See aa eG ba oOear pad belbateier as ca dal SlidcaDMaal Ma ee Soe as 6% (1%) 
Limited: Stores: (a) 4a%-c04)a5.cabtateddn sd fia id Siebel dee oes 4% (4%) 
Total Apparel (a). 6e:oke er ean bee cae de eee Me ad da ee 5% (2%) 
Henrt Bendeél...s. 4.2.03 (4G bh Rosa okies ead w hha eee ede 2% 1% 
Total Comparable Store Sales .........0. 00.0... e eee eee eee ee Q%) 7% 


(a) Reflects comparable store sales prior to the divestitures of Express and Limited Stores in July 2007 and 
August 2007, respectively. 


For 2007, our net sales decreased 5% to $10.134 billion and comparable store sales decreased 2%. The decrease 
in our net sales was primarily driven by the following: 


Victoria’s Secret 


For 2007, net sales increased 9% to $5.607 billion and comparable store sales decreased 2%. The increase in net 
sales was primarily driven by the inclusion of La Senza net sales for the full year in 2007. The decrease in 
comparable store sales was primarily driven by decreases across most categories, including core lingerie and 
beauty offset by modest increases in the Pink sub-brand and sleepwear. The decreases resulted from product 
assortment misses and a merchandise assortment that did not overcome the challenging economic environment in 
2007. 


Bath & Body Works 


For 2007, net sales decreased 2% to $2.494 billion and comparable store sales decreased 4%. The decrease in net 
sales and comparable store sales was primarily driven by declines in store traffic experienced throughout the year 
and, in particular, during the fourth quarter which resulted in disappointing holiday and semi-annual sale 
performance. 


Apparel 


For 2007, net sales decreased 61% to $870 million as a result of the divestitures of Express and Limited Stores in 
the second quarter of 2007. Prior to the divestitures, comparable store sales increased 5%. 
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Other 


For 2007, net sales increased by 58% to $1.163 billion primarily driven by an increase in third-party customer 
sales at Mast due to the divestitures of Express and Limited Stores during the second quarter of 2007. Subsequent 
to the divestitures, 75% of Mast sales to Express and Limited Stores are included in third-party customer sales 
while the remaining 25% are eliminated consistent with our ownership interest. 


Gross Profit 


For 2007, our gross profit decreased 13% to $3.509 billion and our gross profit rate (expressed as a percentage of 
net sales) decreased to 34.6% from 37.6% primarily driven by the following: 


Victoria’s Secret 
For 2007, gross profit decreased primarily driven by the following: 


e A decrease in gross profit at Victoria’s Secret Stores driven primarily by increases in buying and occupancy 
expenses related to real estate expansion activities; and 


e A decrease in gross profit at Victoria’s Secret Direct driven primarily by the operational limitations 
affecting the new distribution center; 


Partially offset by: 


¢ Inclusion of La Senza’s gross profit for the full year in 2007. 


The gross profit rate decreased driven primarily by deleverage of buying and occupancy expenses and a decline 
in the merchandise margin rate associated with promotional activities and markdowns on certain categories in 
response to soft sales trends. 


Bath & Body Works 


For 2007, gross profit decreased primarily driven by the decline in net sales. The gross profit rate decreased 
driven by a decline in the merchandise margin rate due to increased promotional activities designed to drive 
traffic. 


Apparel 


For 2007, gross profit decreased as a result of the divestitures of Express and Limited Stores in the second 
quarter of 2007. 


General, Administrative and Store Operating Expenses 


For 2007, our general, administrative and store operating expenses decreased 8% to $2.616 billion primarily 
driven by the Apparel divestiture, cost reductions realized in the second half of the year associated with our 
second quarter restructuring program and gains from the sale of corporate aircraft. These decreases were partially 
offset by the charges recognized primarily in the second quarter of 2007 related to the restructuring program, 
increased costs at Victoria’s Secret Direct related to the new distribution center and the inclusion of La Senza’s 
general, administrative and store operating expenses for the full year in 2007. The general, administrative and 
store operating expense rate decreased to 25.8% from 26.6% primarily driven by the net impact of the Apparel 
divestiture, including the recognition of Mast net sales to Express and Limited Stores. 
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Other Income and Expenses 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for 2007 and 2006: 


2007 2006 
Average daily borrowings (in millions) ......... 0.0.00. ce eee eee eee eee eee $2,408 $1,711 
Average borrowing rate (in percentages) ........ 0.0.0... eee eee eee 6.2% 5.9% 


For 2007, interest expense increased $47 million to $149 million. The increase was primarily driven by an 
increase in average borrowings and average borrowing rates resulting from the issuance of $1.0 billion of notes 
and borrowing an additional $250 million under our amended term loan during the second quarter of 2007. 


Interest Income 


For 2007, interest income decreased $7 million to $18 million. The decrease was primarily driven by a decrease 
in average invested cash balances. 


Other Income (Loss) 


For 2007, other income (loss) increased $131 million to $128 million. The increase was primarily driven by a 
$100 million gain related to a distribution from Easton Town Center, LLC (“ETC”), in which we have an equity 
investment, and income from our equity investment in Express. In July 2007, ETC refinanced its existing bank 
loan and distributed cash proceeds of $150 million to its members. As an ETC member, we received 
approximately $102 million of proceeds resulting in a $100 million gain after reducing our ETC carrying value 
from $2 million to zero. In addition, we had a net gain of $17 million from the settlement of interest rate lock 
agreements. 


Minority Interest 


For 2007, minority interest increased $21 million to $22 million. Minority interest represents the proportional 
share of net income or losses of consolidated, less than wholly owned subsidiaries attributable to the minority 
interest investor. The increase relates to losses from a personal care joint venture acquired during the first quarter 
of 2007 and losses from an investment in an independent technology company focused on large multi-channel 
retailers. 


Provision for Income Taxes 


For 2007, our effective tax rate decreased to 36.4% from 38.5%. The decline in the rate is primarily due to the 
reversal of state net operating loss carryforward valuation allowances in conjunction with the Apparel 
divestitures in the second quarter of 2007, a decline in the Canadian federal tax rate, audit settlements and other 
items. 
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Results of Operations—Fourth Quarter of 2007 Compared to Fourth Quarter of 2006 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for the fourth quarter of 2007 in comparison to the fourth quarter of 2006: 


Fourth Quarter Operating Income Rate 


2007(a) 2006(a) 2007 2006 
(in millions) 
Victoria S SEC tine sci. 8. Seis acdcace aeeis, a2 duapard Sonat tad aide! RG ara aude, aasedeape $358 $380 18.9% 20.4% 
Bath: & Body WorkS. 3.4 sci yon saint etek esa aie 4d oe 296 324 27.3% 27.6% 
PaN 9) O11) ee a ee ae me ee eee NA 33 NA 4.5% 
OUE (D), occ dtckanitededee dou daewararachptanae hd bane Sed deed ed Sedo ad (33) (11) (10.5%) (4.7%) 
TROtal ns hahah ah woh elktas weet bed bad Woe ed Vee eb BARR BAS $621 $726 19.0% 18.1% 


(a) Amounts presented are restated to conform with the corporate cost allocation methodology adopted at the 
beginning of 2008. For additional information, see Note 21 to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplementary Data. 

(b) Includes Corporate, Mast and Henri Bendel. 


For the fourth quarter of 2007, operating income decreased $105 million to $621 million and the operating 
income rate increased to 19.0% from 18.1%. The drivers of the operating income results are discussed in the 
following sections. 


Net Sales 


The following table provides net sales for the fourth quarter of 2007 in comparison to the fourth quarter of 2006: 


Fourth Quarter 2007 2006 % Change 
(in millions) 
VictOna's Secret Stores: w..6:¢se.d 6h svee kien bad oeGe ona ok Gee ee ohd Sea RS $1,294 $1,349 (4%) 
Wa Senza. (8): icc act ten dee etae wees Hlawe Pediat os bape Gee dled aeons deh 166 23 NM 
Victoria's Secret. Direct ..cc3.4.06 644.0044 04.4540 0b0 hes 4aeas bee ee tbe Seed 433 492 (12%) 
Total Victoria’ S:SeCret <c.:554i200 Sidhe RE Ro oh hon Be Lee ea eects 1,893 1,864 2% 
Bath :& Body Works: 0s: ec o0 bie eae ee cies acew a deesasddaw wee Rid deta eeee 1,080 1,175 (8%) 
EXPress-(D) oc scsste aus seen eee e eae eae we ate makers oh aa a eae eden es — 589 NM 
Limited: Stores:(b). 4.9 :44544-20cn+boen dt t asad haa vest aowdeerdasleeta eed — 155 NM 
Total. Appatel (Db) gas.cosdesweacee pea eta Va dev dda whe ete) iste — 744 NM 
CTS Cs oes scat hss eas acer tae ee tetenia Bae Genhn oxi Gidea woenane ley alas 4 are Mecetavaecints 303 242 25% 
Total Net Sales: o/56)sceiaie ech e aoe d wn & Ha Aiea gee mb dete aey be ee are eeerog owas $3,276 $4,025 (19%) 


(a) 2006 includes the results of La Senza from the date of acquisition, January 12, 2007. 
(b) Express and Limited Stores were divested in July 2007 and August 2007, respectively. 
(c) Other includes Corporate, Mast, Beauty Avenues and Henri Bendel. 

NM Not meaningful 
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The following table provides a reconciliation of net sales for the fourth quarter of 2006 to the fourth quarter of 


2007: 
Victoria’s Bath & Body 
Fourth Quarter Secret Works Apparel Other Total 
(in millions) 

2006: Net:Salles: ¢.2s 40543 G05 404 ees ee da oe ee Pattee $1,864 $1,175 $ 744 $242 $4,025 
Comparable Store Sales .. 0.0.0.0... 00: c ee eee eee (92) (81) — oo (173) 
Sales Associated With New, Closed, Divested and 

Non-comparable Remodeled Stores, Net ........... (9) (19) (744) — (772) 
La Senza) 2222 Scd.2eh ranks taeda ane da tavesemiees 143 — — — 143 
Direct Channels ......... 2.00.00 c eee (61) 5 — — (56) 
Initial Gift Card Breakage ................0...00005. 48 — — —_ 48 
Mast Third-party Sales and Other ................... —_ —_— — 61 61 
2007 Net Sales: .2scc5.0h:05-a ede een bps bh ee oe ates $1,893 $1,080 $ — $303 $3,276 
The following table compares fourth quarter of 2007 comparable store sales to fourth quarter of 2006: 
dats Lasetead a“ oe 
VIClON A'S! SCCEE oc tedumceealeeteds wold eae eee kw dde eames eee eee (8%) 10% 
Bath:&. Body Works -.:5:.02-.40ca saw qie vie cette dene eatha eed doe east (8%) 9% 
EXpress: (4) nosis cetatie Veer these Sd eee KA Deis e eee — 3% 
Limited Stores: (8) -.06-.4 6c cee peda hated w deat ted bee bao wae eee eS = _A%) 
Total Apparel (4): c...iccces0dousedaeied oii ett etae ta ware teins — 1% 
PLS Mrt BONGO) sos ees 285s, cds had ce aiated Gane hee Soom Bee eB Gen esd ea eee Race ORR Aes _ 6% _ 71% 
Total Comparable Store Sales ....... 00.000... 0c eee eee eee eee (8%) 8% 


(a) Express and Limited Stores were divested in July 2007 and August 2007, respectively. 


For the fourth quarter of 2007, our net sales decreased 19% to $3.276 billion and comparable store sales 
decreased 8%. The decrease in our net sales was primarily driven by the following: 


Victoria’s Secret 


For the fourth quarter of 2007, net sales increased 2% to $1.893 billion and comparable store sales decreased 8%. 


The increase in net sales was primarily driven by: 
¢ Inclusion of La Senza’s net sales for the full quarter in 2007; and 


¢ Initial recognition of gift card breakage at Victoria’s Secret of $48 million; 


Offset partially by: 


e A decrease at Victoria’s Secret Direct as a result of the actions we undertook to constrain customer orders 


due to the operational issues associated with the new distribution center; and 


e A decrease at Victoria’s Secret Stores primarily related to the 53" week included in 2006 results and a 


merchandise assortment that did not overcome the challenging economic environment in 2007. 


The decrease in comparable store sales was primarily driven by decreases across most categories, including core 
lingerie and beauty, offset by modest increases in the Pink sub-brand and sleepwear. The decreases resulted from 
product assortment misses and a merchandise assortment that did not overcome the challenging economic 


environment during the fourth quarter of 2007. 
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Bath & Body Works 


For the fourth quarter of 2007, net sales decreased 8% to $1.080 billion and comparable store sales decreased 
8%. The decrease in net sales was primarily driven by: 


¢ Softness in mall traffic and the overall economic environment; 
e A lack of newness in product assortment; and 


¢ Prolonged holiday discounting that negatively affected the performance of the semi-annual sale. 


Other 


For the fourth quarter of 2007, net sales increased 25% to $303 million primarily driven by an increase in third- 
party customer sales at Mast due to the divestitures of Express and Limited Stores during the second quarter of 
2007. Subsequent to the divestitures, 75% of Mast sales to Express and Limited Stores are included in third-party 
customer sales while the remaining 25% are eliminated in consolidation consistent with our ownership interest. 


Gross Profit 


For the fourth quarter of 2007, our gross profit decreased 20% to $1.296 billion and our gross profit rate 
(expressed as a percentage of net sales) decreased to 39.6% from 40.1% primarily driven by the following: 


Victoria’s Secret 
For the fourth quarter of 2007, gross profit decreased primarily driven by: 


e A decrease in merchandise margin at Victoria’s Secret Direct due to the actions we undertook to constrain 
customer orders; and 


e A decrease in merchandise margin associated with decreased net sales at Victoria’s Secret Stores and 
increased buying and occupancy expenses associated with the real estate expansion activities; 
Offset partially by: 
¢ Initial recognition of gift card breakage of $48 million; and 
¢ Inclusion of La Senza’s gross profit for the full quarter in 2007. 
The gross profit rate decreased driven primarily by deleverage of buying and occupancy expenses due to the 


Victoria’s Secret Stores real estate expansion activities and inclusion of La Senza’s results for the full quarter in 
2007. 


Bath & Body Works 


For the fourth quarter of 2007, gross profit decreased primarily driven by lower net sales. The gross profit rate 
decreased driven by a modest decline in the merchandise margin rate related to promotional activity to clear 
seasonal merchandise and deleverage in the buying and occupancy expense rate associated with the decline in net 
sales. 


General, Administrative and Store Operating Expenses 


For the fourth quarter of 2007, our general, administrative and store operating expenses decreased 24% to $675 
million primarily driven by the Apparel divestitures. The general, administrative and store operating expense rate 
decreased to 20.6% from 22.0% primarily driven by the net impact of the Apparel divestitures, including the 
recognition of Mast net sales to Express and Limited Stores. The rate also benefited from the initial recognition 
of gift card breakage at Victoria’s Secret and lower incentive compensation and marketing expense. 
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Other Income and Expense 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for the fourth quarter of 
2007 and 2006: 


Fourth Quarter 2007 2006 
Average daily borrowings (in millions) ............ 0.00.0 eee eee $2,943 $1,776 
Average borrowing rate (in percentages) .................. 000000. 6.3% 5.9% 


For the fourth quarter of 2007, our interest expense increased $18 million to $46 million. The increase was 
primarily driven by an increase in average borrowings and average borrowing rates resulting from the issuance of 
$1.0 billion of notes and borrowing an additional $250 million under our amended term loan during the second 
quarter of 2007. 


Interest Income 


For the fourth quarter of 2007, our interest income increased $2 million to $6 million. The increase was primarily 
driven by an increase in average invested cash balances partially offset by a decrease in average effective interest 
rates. 


Other Income (Loss) 


For the fourth quarter of 2007, our other income (loss) increased $9 million to $10 million. The increase was 
primarily driven by income from our equity investment in Express. We divested 75% of Express in July 2007 and 
retained the remaining 25% as an equity method investment. 


Provision for Income Taxes 


For the fourth quarter of 2007, our effective tax rate decreased to 34.2% from 37.7%. The decline in the rate 
resulted from a decline in the Canadian federal tax rate, the finalization of income taxes related to the Apparel 
divestitures, audit settlements and other items. 


FINANCIAL CONDITION 
Liquidity and Capital Resources 


Liquidity, or access to cash, is an important factor in determining our financial stability. We are committed to 
maintaining adequate liquidity. Cash generated from our operating activities provides the primary resources to 
support current operations, growth initiatives, seasonal funding requirements and capital expenditures. Our cash 
provided from operations is impacted by working capital changes and our net income. Our net income is 
impacted by, among other things, sales volume, seasonal sales patterns, timing of new product introductions and 
profit margins. Historically, sales are higher during the fourth quarter of the fiscal year due to seasonal and 
holiday-related sales patterns. Generally, our need for working capital peaks during the summer and fall months 
as inventory builds in anticipation of the holiday period. 


As of January 31, 2009, we had total revolving credit facilities of $1.3 billion including a $1 billion, 5-year 
facility that expires in August 2012 (the “5-Year Facility”) and a $300 million, 364-day facility that was set to 
expire in July 2009 (the “364-Day Facility”). The facilities contain fixed charge coverage and leverage covenants 
that may limit the availability of the facilities. Both facilities support our commercial paper and letter of credit 
programs. We did not borrow under either of the facilities in 2008. 
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On February 19, 2009, we amended the 5-Year Facility and the $750 million term loan maturing in August 2012 
(“Term Loan’) and we canceled the 364-Day Facility after determining it was no longer required. The 
amendment to the 5-Year Facility and the Term Loan includes changes to both the fixed charge coverage and 
leverage covenants which provide additional flexibility. Under the amended covenants, we are required to 
maintain the fixed charge coverage ratio at 1.60 or above through fiscal year 2010 and 1.75 or above thereafter. 
The leverage ratio, which is debt compared to EBITDA, as those terms are defined in the agreement, must not 
exceed 5.0 through the third quarter of fiscal year 2010, 4.5 from the fourth quarter of fiscal year 2010 through 
the third quarter of fiscal year 2011 and 4.0 thereafter. The amendment also increases the interest costs and fees 
associated with the 5-Year Facility and the Term Loan, provides for certain security interests as defined in the 
agreement and limits dividends, share repurchases and other restricted payments as defined in the agreement to 
$220 million per year with certain potential increases as defined in the agreement. The interest rate as of January 
31, 2009 on the Term Loan would have been 6.69% had the amendment been effective at that date. The 
amendment does not impact the maturity dates of either the 5-Year Facility or the Term Loan. 


The U.S. retail sector and our business have faced a very difficult environment during most of 2008 and into 
2009. However, we believe that available short-term and long-term capital resources are sufficient to fund 
foreseeable requirements. 


The following table provides a summary of our working capital position and capitalization as of January 31, 
2009, February 2, 2008 and February 3, 2007: 


January 31, February 2, February 3, 
2009 2008 2007 


(in millions) 


Cash Provided by Operating Activities ........ 0.0... eee eee eee eee $ 954 $ 765 $ 600 
Capital Expenditures: occ i.c44-04 be 2 ation tthe oor etpe wd ed ee diab ioe 479 749 548 
Working Capital 3: 6 s.inein doy Ste cacgeasaucedag face tantead cases gop lay audobslapaleana sh cabadgoaceacaceble 1,612 1,545 1,062 
Capitalization: 

Eongsterm Dept. 36s is alae eG Rak eoaet aes ath pea hh aka eouan aa 2,897 2,905 1,665 

Shareholders’ Equity soe) id aiceguties se eed Rea Hae eed de eee 1,874 2,219 2,955 
Total‘ Capitali Zam ~ «4s dea seeds seh anced de ae ener daca mene ee we add de ode 4,771 5,124 4,620 
Additional Amounts Available Under Credit Agreements (a) ............ 1,300 1,500 1,000 


(a) On February 19, 2009, we cancelled the 364-Day Facility, thereby reducing the amount available under 
credit agreements to $1 billion as of that date. 


The following table provides certain measures of liquidity and capital resources as of January 31, 2009, 
February 2, 2008 and February 3, 2007: 


January 31, February2, February 3, 
2009 2008 2007 


Debt-to-equity Ratio (a)... 2. cee eee 155% 131% 56% 
Debt-to-capitalization Ratio (b) .. 2... eee 61% 57% 36% 
Cash Flow to Capital Investment (Cc) ..... 0... cece 199% 102% 109% 


(a) Long-term debt divided by shareholders’ equity 
(b) Long-term debt divided by total capitalization 
(c) Net cash provided by operating activities divided by capital expenditures 


Credit Ratings 
The following table provides our credit ratings as of January 31, 2009: 
Moody’s(a) S&P(b) Fitch 
Conporate 23:5-i-db dash dal abe bt bau qe ee got Eas baer Bal BB+ BB+ 
senior Unsecuted Debt nis .es0. bee de wean dae eRe de Waves $84 Bal BB+ BB+ 
QulOok sii eerie cee hele tetesee sets tedegedecese Stable Stable Negative 


22? 


(a) In November 2008, Moody’s Investors Service (“Moody’s”) downgraded our Corporate and Senior 
Unsecured Debt ratings from an investment grade rating of Baa3 to a speculative grade rating of Bal. In 
addition, Moody’s changed their rating outlook to stable from negative. 

(b) In December 2008, Standard and Poor’s (“S&P”) downgraded our Corporate and Senior Unsecured Debt 
ratings from an investment grade rating of BBB- to a speculative grade rating of BB+. In addition, S&P 
changed their rating outlook to stable from negative. 


Our borrowing costs and certain other provisions under our Term Loan and revolving credit facilities are linked 
to our credit ratings. As a result of the Moody’s and S&P downgrades, our borrowing costs under our term loan 
and revolving credit facilities increased in the fourth quarter of 2008. The impact of this increase was not 
material to our earnings and cash flows in the fourth quarter of 2008. The Moody’s or S&P downgrades did not 
accelerate the repayment of any of our debt. 


The following table provides an update of our credit ratings as of March 20, 2009: 


Moody’s(a) S&P(b) Fitch(c) 
CORPOLALS: sess sds Gea ace h Gee suk OE Ske Ss geo qe bn EG Bal BB BB+ 
Senior Unsecured Debt ........... 0.0.00 Ba2 BB BB 
DUEL O OK 5 ene s2s) sha neds att ad den bed aode cecacs aca esp labun pdapaue daasdoen ae. Gaara Negative Negative Negative 


(a) In February 2009, Moody’s downgraded our Senior Unsecured Debt ratings from a rating of Bal to Ba2. In 
addition, Moody’s changed their rating outlook to negative from stable. 

(b) In February 2009, S&P downgraded our Corporate and Senior Unsecured Debt ratings from a rating of BB+ 
to BB. In addition, S&P changed their rating outlook to negative from stable. 

(c) In February 2009, Fitch downgraded our Senior Unsecured Debt from a rating of BB+ to BB. 


The downgrades by the rating agencies in February 2009 will further increase our borrowing costs in 2009. 


If we receive an additional downgrade in our credit ratings by any agencies listed above, the availability of 
additional credit could be negatively affected. Credit rating downgrades by any of the agencies do not accelerate 
the repayment of any of our debt. 


Common Stock Share Repurchases 


In October 2008, our Board of Directors authorized management to repurchase $250 million of our outstanding 
common stock. During November 2008, we repurchased 5.0 million shares of our common stock for $43 million 
at an average price per share of approximately $8.64. Through March 20, 2009, no additional shares were 
repurchased. 


Dividend Policy and Procedures 


We currently pay a common stock dividend of $0.15 per share in cash each quarter. Our Board of Directors will 
determine future dividends after giving consideration to our levels of profit and cash flow, capital requirements, 
current and forecasted liquidity, the restrictions placed upon us by our borrowing arrangements as well as 
financial and other business conditions existing at the time. 
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Cash Flow 


The following table provides a summary of our cash flow activity for the fiscal years ended January 31, 
2009, February 2, 2008 and February 3, 2007: 


2008 2007 2006 
(in millions) 
Cash and Cash Equivalents, Beginning of Year .......... 0.0... cee eee eee eee $1,018 $ 500 $ 1,208 
Net Cash Flows Provided by Operating Activities ................. 00.00.0000. 954 765 600 
Net Cash Flows (Used For) Provided by Investing Activities ................... (240) 30 = (1,093) 
Net Cash Flows Used For Financing Activities 2.2.0.0... 0.0... c eee eee ene (562) (279) (215) 
Effect of Exchange Rate Changes on Cash....... 0.0... 0c eee eee eee eee 3 2 — 
Net Increase (Decrease) in Cash and Cash Equivalents ................0000 000 155 518 (708) 
Cash and Cash Equivalents, End of Year ............0 0000 e cece eee ee eee $1,173 $1,018 $ 500 


Operating Activities 


Net cash provided by operating activities in 2008 was $954 million. Net income of $220 million included 

(a) $343 million of depreciation and amortization, (b) a $215 million impairment of goodwill and other 
intangible assets and (c) a $109 million net gain on joint ventures. Other changes in assets and liabilities 
represent items that had a current period cash flow impact, such as changes in working capital. The most 
significant working capital change was a $103 million increase in operating cash flow associated with accounts 
receivable due primarily to reduced sourcing and other transition services billings to Express and Limited Stores. 


Net cash provided by operating activities in 2007 was $765 million consisting primarily of net income of $718 
million. Net income included (a) $352 million of depreciation and amortization, (b) the $302 million gain on 
divestiture of Express, and (c) the $100 million gain on distribution from Easton Town Center, LLC. Other 
changes in assets and liabilities represent items that had a current period cash flow impact, such as changes in 
working capital. The most significant working capital change was a $337 million increase in operating cash flow 
associated with inventories. Inventory levels decreased compared to 2006 due to a concerted effort to control and 
reduce inventory levels across the enterprise and due to reductions in safety stocks at Bath & Body Works that 
increased during 2006 in connection with the 2006 supply chain system conversion. Accounts receivable 
increased due to the Apparel divestitures, which caused Mast’s accounts receivable from Express and Limited 
Stores to be recognized as third-party receivables on our balance sheet. 


Net cash provided by operating activities in 2006 was $600 million consisting primarily of net income of $676 
million. Net income included $316 million of depreciation and amortization. Other changes in assets and 
liabilities represent items that had a current period cash flow impact, such as changes in working capital. The 
most significant working capital change was a $545 million decrease in operating cash flow associated with 
inventories. We increased inventory levels during the year to meet the following objectives: (a) at Victoria’s 
Secret, increases related to new product launches in core lingerie and beauty, initiatives to increase market share 
and build brand loyalty and an initiative to improve in-stock inventory positions and (b) at Bath & Body Works, 
increases related primarily to investments in safety stocks of seasonless basics in anticipation of the supply chain 
system conversion that occurred mid-year as well as an initiative to improve in-stock inventory positions. 


Investing Activities 


Net cash used for investing activities in 2008 was $240 million consisting primarily of $479 million of capital 
expenditures offset by $159 million from the divestiture of a joint venture and $95 million from returns of capital 
from Express. The capital expenditures included $345 million for opening new stores and remodeling and 
improving existing stores. Remaining capital expenditures were primarily related to spending on technology and 
infrastructure to support growth. 
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Net cash provided by investing activities in 2007 was $30 million consisting primarily of (a) $547 million of 
proceeds from the divestiture of Express, (b) $102 million of proceeds from a distribution from Easton Town 
Center, LLC, and (c) $97 million of proceeds related to the sale of assets, offset by $749 million of capital 
expenditures. The capital expenditures included $476 million for opening new stores and remodeling and 
improving existing stores. Remaining capital expenditures were primarily related to investments in our new 
distribution center and increased spending on home office, technology and infrastructure. 


Net cash used for investing activities in 2006 was $1.093 billion consisting primarily of $572 million related to 
the acquisition of La Senza and $548 million of capital expenditures. The capital expenditures included $311 
million for opening new stores and remodeling and improving existing stores. Remaining capital expenditures 
were primarily related to investments in new growth concepts and increased spending on technology and 
infrastructure to support growth. 


We anticipate spending approximately $200 million for capital expenditures in 2009 with the majority relating to 
opening new stores and remodeling and improving existing stores. We expect to open approximately 50 new 
stores in the U.S. and Canada and to close approximately 70 stores. Our new stores will be primarily Bath & 
Body Works and Victoria’s Secret. 


Financing Activities 


Net cash used for financing activities in 2008 was $562 million consisting primarily of (a) cash payments of $379 
million related to the repurchase of 28 million shares of common stock during the year at a weighted-average 
price of $13.36 under our November 2007 and October 2008 share repurchase programs and (b) quarterly 
dividend payments of $0.15 per share, or $201 million. These uses of cash were partially offset by the exercise of 
stock options of $31 million. 


Net cash used for financing activities in 2007 was $279 million consisting primarily of (a) cash payments of $1.4 
billion related to the repurchase of 59 million shares of common stock during the year at a weighted-average 
price of $24.01 under our June 2006, June 2007, August 2007 and November 2007 share repurchase programs 
and (b) quarterly dividend payments of $0.15 per share, or $227 million. These uses of cash were partially offset 
by (a) debt offering proceeds of $997 million, (b) proceeds from the term loan refinancing of $250 million and 
(c) the exercise of stock options of $74 million. 


Net cash used for financing activities in 2006 was $215 million consisting primarily of (a) cash payments of $193 
million related to the repurchase of 8 million shares of common stock during the year at a weighted-average price of 
$24.98 under our November 2005, February 2006 and June 2006 share repurchase programs and (b) quarterly 
dividend payments of $0.15 per share, or $238 million. These uses of cash were partially offset by proceeds from 
the exercise of stock options of $153 million and excess tax benefits on share-based compensation of $46 million. 


Contingent Liabilities and Contractual Obligations 


The following table provides our contractual obligations, aggregated by type, including the maturity profile as of 
January 31, 2009: 


Payments Due by Period 

Less More 

Than 1 1-3 4-5 than 5 
Total Year Years Years Years Other 
—  Gnmillios) 
Long-term Debt (a) 2.0.0.0... ccc eee $ 4,905 $ 174 $ 348 $1,328 $3,055 $ — 
Operating Leases Obligations (b) ................... 3,400 478 872 716 = 1,334 — 
Purchase Obligations (Cc) ...... 0... eee eee eee 1,371 1,194 65 112 — — 
Other Liabilities (d) .. 0.1... eee eee 369 26 24 3 — 316 
Total, 2i::4.¢ died didoeieew oe dad densa dee ees $10,045 $1,872 $1,309 $2,159 $4,389 $316 


(a) Long-term debt obligations relate to our principal and interest payments for outstanding notes, debentures, 
Term Loan and line of credit borrowings. Interest payments have been estimated based on the coupon rate 
for fixed rate obligations and the variable rate, including the impact of the participating interest rate swap 
arrangement, in effect as of January 31, 2009 for the Term Loan. Interest obligations exclude amounts 
which have been accrued through January 31, 2009. For additional information, see the Notes to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(b) Operating lease obligations primarily represent minimum payments due under store lease agreements. For 
additional information, see Note 16 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 

(c) Purchase obligations primarily include purchase orders for merchandise inventory and other agreements to 
purchase goods or services that are enforceable and legally binding and that specify all significant terms, 
including: fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions; and 
the approximate timing of the transactions. 

(d) Other liabilities primarily includes future payments relating to our nonqualified supplemental retirement 
plan and have been reflected under “Other” as the timing of these future payments is not known until an 
associate leaves the company or otherwise requests an in-service distribution. In addition, Other Liabilities 
also includes future estimated payments associated with unrecognized tax benefits as accounted for under 
Financial Accounting Standards Board Interpretation 48, Accounting for Uncertainty in Income Taxes. The 
“Less Than | Year” category includes $14 million because it is reasonably possible that the payments could 
change in the next twelve months due to audit settlements of resolution or uncertainties. The remaining 
portion is included in the “Other” category as the timing and amount of these payments is not known until 
the matters are resolved with relevant tax authorities. For additional information, see Notes to the 
Consolidated Financial Statements in Item 8. Financial Statements and Supplementary Data. 


In connection with the disposition of certain businesses, we have remaining guarantees of approximately $194 
million related to lease payments of Express, Limited Stores, Abercrombie & Fitch, Tween Brands (formerly 
Limited Too and Too, Inc.), Dick’s Sporting Goods (formerly Galyan’s), Lane Bryant, New York & Company 
and Anne.x under the current terms of noncancelable leases expiring at various dates through 2019. These 
guarantees include minimum rent and additional payments covering taxes, common area costs and certain other 
expenses and relate to leases that commenced prior to the disposition of the businesses. In certain instances, our 
guarantee may remain in effect if the term of a lease is extended. 


The following table details the guaranteed lease payments during the next five fiscal years and the remaining 
years thereafter: 


Fiscal Year (in millions) 


2OO9 sc didcn dda Star SI ba hae CASH RE ah hed SE Pe an ores $ 48 
DOM Oscar scissesss cans Sump teae Gees atte nyaserinn ce eadtane Blanc nace suse Ada a deacetat aout ea tan cenanse orien ook 39 
DOW gcd sears Gnd hd dee hs das fa bw Gea eign Paresh ware bee Bd waa eas 30 
DOWD sence nceies 255 tRaceare iio 4 S24 Bishan dot aad dees, Artest oa. Aaa areaoduis ek Ave Rae. os ee at 24 
QOWS ocsid, ihides Part pastes ces a) Sale Saabs aaah Be Beas MAP Bs 22 
MINGTEARET: , xx.serecse eed ta peed Go cca data aed att esele dt, bese ena, ice done Ps ererena th eeepeneeeehiand a 31 
MOtal, * s.s-craseashareis stan aaesaha pares aas.daceh e Guesecin a Sateen bacatace. niet a caetaeaes ay dan eee ean $194 


In April 2008, we received an irrevocable standby letter of credit from Express of $34 million issued by a third- 
party bank to mitigate a portion of our contingent liability for guaranteed future lease payments of Express. We 
can draw from the irrevocable standby letter of credit if Express were to default on any of the guaranteed leases. 
The irrevocable standby letter of credit is reduced through September 30, 2010, the expiration date of the letter of 
credit, consistent with the overall reduction in guaranteed lease payments. The outstanding balance of the 
irrevocable standby letter of credit from Express was $19 million as of January 31, 2009. 
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Our guarantees related to Express, Limited Stores and New York & Company are subject to the provisions of 
SFAS 145, Rescission, Amendment and Technical Correction of Certain Accounting Standards, which requires 
fair value accounting for these guarantee obligations. The guaranteed lease payments related to Express (net of 
the irrevocable standby letter of credit), Limited Stores and New York & Company totaled $94 million and $180 
million as of January 31, 2009 and February 2, 2008, respectively. The estimated fair value of these guarantee 
obligations was $15 million and $10 million as of January 31, 2009 and February 2, 2008, respectively, and is 
included in Other Long-term Liabilities on our Consolidated Balance Sheets. The increase in the fair value from 
February 2, 2008 to January 31, 2009 reflects the impact of the current economic environment and our 
assessment of the risk of default on the guaranteed lease payments. 


Our guarantees related to Abercrombie & Fitch, Tween Brands (formerly Limited Too and Too, Inc.), Dick’s 
Sporting Goods (formerly Galyan’s), Lane Bryant and Anne.x are not subject to the fair value provisions of 
SFAS 145 because they were executed prior to the effective date of SFAS 145. These guarantees are subject to 
the provisions of SFAS 5, Accounting for Contingencies, which requires that a loss be accrued when probable 
and reasonably estimable. As of January 31, 2009 and February 2, 2008, we had no liability recorded with 
respect to any of the guarantee obligations subject to SFAS 5 as we concluded that performance under these 
guarantees was not probable. 


Off Balance Sheet Arrangements 
We have no off balance sheet arrangements as defined by Regulation 229.303 Item 303 (a) (4). 


Recently Issued Accounting Pronouncements 
SFAS 161, Disclosures about Derivative Instruments and Hedging Activities (“SFAS 161”) 


In March 2008, the Financial Accounting Standards Board (“FASB”) issued SFAS 161, which requires 
disclosures about the fair value of derivative instruments and their gains or losses in tabular format as well as 
disclosures regarding credit-risk-related contingent features in derivative agreements, counterparty credit risk and 
strategies and objectives for using derivative instruments. SFAS 161 amends and expands SFAS 133, Accounting 
for Derivative Instruments and Hedging Activities, and is effective prospectively beginning in 2009. Adoption of 
SFAS 161 will impact our disclosures about derivative instruments and hedging activities beginning in 2009. 


SFAS 141, (revised 2007) Business Combinations (“SFAS 141(R)”) 


In December 2007, the FASB issued SFAS 141(R), which establishes how the acquiring entity recognizes and 
measures the assets acquired, liabilities assumed, any gain on bargain purchases and any noncontrolling interest 
in the acquired entity. SFAS 141(R) requires acquisition-related costs to be expensed in the periods they are 
incurred, with the exception of the costs to issue debt or equity securities. SFAS 141(R) requires disclosure of 
information for a business combination that occurs during the accounting period or prior to the issuance of the 
financial statements for the accounting period. SFAS 141(R) is effective prospectively for business combinations 
with an acquisition date on or after the beginning of the first annual reporting period after December 15, 2008. 
Adoption of SFAS 141(R) is not expected to have an impact to our financial statements. 


SFAS 160, Noncontrolling Interests in Consolidated Financial Statements (“SFAS 160”) 


In December 2007, the FASB issued SFAS 160, which modifies reporting for noncontrolling interest (minority 
interest) in consolidated financial statements. SFAS 160 requires noncontrolling interest be reported in equity 
and establishes a new framework for recognizing net income or loss and comprehensive income by the 
controlling interest. SFAS 160 requires specific disclosures regarding changes in equity interest of both the 
controlling and noncontrolling parties and presentation of the noncontrolling equity balance and income or loss 
for all periods presented. SFAS 160 is effective for interim and annual periods in fiscal years beginning after 
December 15, 2008. The statement is applied prospectively upon adoption. Upon adoption, prior period financial 
statements will be restated for the presentation of the noncontrolling interest for comparability. Adoption of 
SFAS 160 will impact the presentation of noncontrolling interests in our financial statements beginning in 2009. 
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SFAS 159, The Fair Value Option for Financial Assets and Financial Liabilities (“SFAS 159”) 


In February 2007, the FASB issued SFAS 159 permitting entities to choose to measure many financial 
instruments and certain other items at fair value. The standard also establishes presentation and disclosure 
requirements designed to facilitate comparison between entities that choose different measurement attributes for 
similar types of assets and liabilities. If the fair value option is elected, the effect of the first remeasurement to 
fair value is reported as a cumulative effect adjustment to the opening balance of retained earnings. The 
statement is applied prospectively upon adoption. We did not adopt fair value treatment for any assets or 
liabilities under SFAS 159 as of the beginning of 2008. 


SFAS 157, Fair Value Measurements (“SFAS 157”) 


In September 2006, the FASB issued SFAS 157, which provides guidance for fair value measurement of assets 
and liabilities and instruments measured at fair value. The statement defines fair value, establishes a fair value 
measurement framework and expands fair value disclosures. It emphasizes that fair value is market-based with 
the highest measurement hierarchy level being market prices in active markets. The standard requires fair value 
measurements be disclosed by hierarchy level, an entity include its own credit standing in the measurement of its 
liabilities and modifies the transaction price presumption. 


In February 2008, the FASB issued FSP FAS 157-2, Effective Date of FASB Statement 157 which delays the 
effective date of SFAS 157 to fiscal years beginning after November 15, 2008 for all nonfinancial assets and 
nonfinancial liabilities, except those that are recognized or disclosed at fair value in the financial statements on a 
recurring basis (at least annually). The provision of SFAS 157 is applied prospectively. We adopted the required 
portions of SFAS 157 at the beginning of 2008 which did not have a material impact to our financial statements. 
Adoption of the portions of SFAS 157 within the scope of FSP FAS 157-2 will not have a material impact on our 
financial statements beginning in 2009. 


Future Accounting Changes 


The FASB’s standard-setting process is ongoing and until new standards have been finalized and issued by 
FASB, we cannot determine the impact on the reporting of our operations and financial position that may result 
from any such future changes. The FASB is currently working on several projects including, but not limited to, 
revenue recognition, liabilities and equity, derivatives disclosures, earnings per share calculations and leases. We 
are also monitoring the potential adoption of International Financial Reporting Standards in the U.S. The ultimate 
pronouncements resulting from these and future projects could have an impact on our future results of operations 
and financial position. 


Impact of Inflation 


While it is difficult to accurately measure the impact of inflation due to the imprecise nature of the estimates 
required, we believe the effects of inflation, if any, on the results of operations and financial condition have been 
minor. 


Critical Accounting Policies and Estimates 


The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to adopt accounting policies related to estimates and assumptions that affect the reported amounts 
of assets and liabilities at the date of the financial statements and the reported amounts of net sales and expenses 
during the reporting period, as well as the related disclosure of contingent assets and liabilities at the date of the 
financial statements. On an ongoing basis, management evaluates its accounting policies, estimates and 
judgments, including those related to inventories, long-lived assets, claims and contingencies, income taxes and 
revenue recognition. Management bases its estimates and judgments on historical experience and various other 
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factors that are believed to be reasonable under the circumstances. Actual results may differ from these estimates. 
Management has discussed the development and selection of its critical accounting policies and estimates with 
the Audit Committee of its Board of Directors and believes the following assumptions and estimates are most 
significant to reporting its results of operations and financial position. 


Inventories 


Inventories are principally valued at the lower of cost or market, on a weighted-average cost basis. 


We record valuation adjustments to our inventories if the cost of specific inventory items on hand exceeds the 
amount we expect to realize from the ultimate sale or disposal of the inventory. These estimates are based on 
management’s judgment regarding future demand and market conditions and analysis of historical experience. If 
actual demand or market conditions are different than those projected by management, future period merchandise 
margin rates may be unfavorably or favorably affected by adjustments to these estimates. 


We also record inventory loss adjustments for estimated physical inventory losses that have occurred since the 
date of the last physical inventory. These estimates are based on management’s analysis of historical results and 
operating trends. 


Management does not believe that the assumptions used in these estimates will change significantly based on 
prior experience. A 10% increase or decrease in the inventory valuation adjustment would have impacted net 
income by approximately $6 million for 2008. A 10% increase or decrease in the estimated physical inventory 
loss adjustment would have impacted net income by approximately $2 million for 2008. 


Valuation of Long-lived Assets 


Property and equipment and intangible assets with finite lives are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying amount of the asset may not be recoverable. If the estimated 
undiscounted future cash flows related to the asset are less than the carrying value, we recognize a loss equal to 
the difference between the carrying value and the fair value, usually determined by the estimated discounted 
future cash flows of the asset. Factors used in the valuation include, but are not limited to, management’s plans 
for future operations, brand initiatives, recent operating results and projected future cash flows. When a decision 
has been made to dispose of property and equipment prior to the end of the previously estimated useful life, 
depreciation estimates are revised to reflect the use of the asset over the shortened estimated useful life. 


Goodwill is reviewed for impairment each year in the fourth quarter and may be reviewed more frequently if 
certain events occur or circumstances change. The impairment review is performed by comparing each reporting 
unit’s carrying value to its estimated fair value, determined through either estimated discounted future cash flows 
or market-based methodologies. If the carrying value exceeds the estimated fair value, we determine the fair 
value of all assets and liabilities of the reporting unit, including the implied fair value of goodwill. If the carrying 
value of goodwill exceeds the implied fair value, we recognize an impairment charge equal to the difference. 


Intangible assets with indefinite lives are reviewed for impairment each year in the fourth quarter and may be 
reviewed more frequently if certain events occur or circumstances change. The impairment review is performed 
by comparing the carrying value to the estimated fair value, usually determined using a discounted cash flow 
methodology. 


Factors used in the valuation of goodwill and intangible assets include, but are not limited to, management’s 
plans for future operations, brand initiatives, recent operating results and projected future cash flows. If future 
economic conditions are different than those projected by management, future impairment charges may be 
required. 


45 


Impairment of La Senza Goodwill and Indefinite Lived Intangible Assets 


In conjunction with the January 2007 acquisition of La Senza, we recorded $313 million in goodwill and $170 
million in trade name intangible assets. These assets are included in the La Senza reporting unit which is part of 
the Victoria’s Secret segment. In the fourth quarter of 2008, we completed our annual impairment testing under 
SFAS 142, Goodwill and Other Intangible Assets (“SFAS 142”). We concluded that goodwill and certain trade 
name assets related to the La Senza acquisition were impaired. We recorded impairment charges of $189 million 
and $26 million related to the goodwill and trade name assets, respectively. These impairment charges are 
included in Impairment of Goodwill and Other Intangible Assets on the 2008 Consolidated Statement of Income. 


The estimated fair values of our other reporting units exceeded their respective carrying values as of the fourth 
quarter of 2008. Accordingly, no goodwill impairment charges were recorded for these reporting units. 
Reasonable changes in the significant estimates and assumptions used to determine these fair values would not 
have resulted in goodwill impairments in any of these reporting units. If economic conditions in 2009 and beyond 
continue to deteriorate, future impairment charges may be required. 


Impairment Indicators 


The primary impairment indicator associated with the impairment charge was the deterioration in La Senza’s 
operating results during the latter half of 2008, particularly when compared to our expectations at the time of the 
acquisition. La Senza’s operating results were negatively impacted by the global economic downturn and the 
resulting impact on the Canadian retail environment. 


Impairment Testing 


We evaluated La Senza’s goodwill by comparing the carrying value of the La Senza reporting unit to the 
estimated fair value of the reporting unit derived using a discounted cash flow methodology. We corroborated the 
estimated fair value of the La Senza reporting unit as determined by our discounted cash flow approach by 
referencing a market-based methodology. Based on our evaluation, the carrying value of the La Senza reporting 
unit exceeded the estimated fair value. As a result, we measured the goodwill impairment in accordance with the 
provisions of SFAS 142 by comparing the carrying value of the reporting unit’s goodwill to the implied value of 
the goodwill based on the estimated fair value of the reporting unit, considering the fair value of all assets and 
liabilities. As a result of this analysis, we recognized a goodwill impairment charge of $189 million. 


We evaluated the La Senza trade name assets by comparing the carrying value to the estimated fair value 
determined using a relief from royalty methodology. Based on our evaluation, the carrying value of certain La 
Senza trade name assets exceeded their estimated fair value and, as a result, we recognized impairment charges 
totaling $26 million to reduce the carrying values to their estimated fair values. 


Significant Estimates and Assumptions 


The discounted cash flow models used to estimate the applicable fair values involve numerous estimates and 
assumptions that are highly subjective. Changes to these estimates and assumptions could materially impact the 
fair value estimates. The estimates and assumptions critical to the overall fair value estimates include: 

(i) estimated future cash flow generated by La Senza; (ii) discount rates used to derive the present value factors 
used in determining the fair values; and (iii) the terminal value assumption used in the discounted cash flow 
methodologies. These and other estimates and assumptions are impacted by economic conditions and 
expectations of management and may change in the future based on period-specific facts and circumstances. If 
economic conditions in 2009 and beyond continue to deteriorate, future impairment charges may be required. 


Sensitivity Analysis 


Our determination of the estimated fair value of the La Senza reporting unit and trade name assets requires 
significant judgment about economic factors, industry factors, as well as our views regarding the future prospects 
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of the La Senza reporting unit. Changes in these judgments may have a significant effect on the estimated fair 
value of La Senza’s goodwill and trade name assets. The following provides sensitivities related to the significant 
estimates and assumptions as noted above: 


* a10% decrease in estimated future cash flows would result in a $33 million increase in the impairment 
charges. 


¢ a1% increase in the discount rate would result in a $13 million increase in the impairment charges. 


* a10% decrease in the terminal value assumption would result in a $25 million increase in the 
impairment charges. 


Claims and Contingencies 


We are subject to various claims and contingencies related to lawsuits, insurance, regulatory and other matters 
arising out of the normal course of business. Our determination of the treatment of claims and contingencies in 
the Consolidated Financial Statements is based on management’s view of the expected outcome of the applicable 
claim or contingency. We consult with legal counsel on matters related to litigation and seek input from both 
internal and external experts within and outside our organization with respect to matters in the ordinary course of 
business. We accrue a liability if the likelihood of an adverse outcome is probable and the amount is estimable. If 
the likelihood of an adverse outcome is only reasonably possible (as opposed to probable), or if an estimate is not 
determinable, disclosure of a material claim or contingency is disclosed in the Notes to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplementary Data. 


Income Taxes 


We account for income taxes under the asset and liability method. Under this method, the amount of taxes 
currently payable or refundable are accrued and deferred tax assets and liabilities are recognized for the estimated 
future tax consequences attributable to differences between the financial statement carrying amounts of existing 
assets and liabilities and their respective tax bases. Deferred tax assets are also recognized for realizable 
operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted income 
tax rates in effect for the year in which those temporary differences are expected to be recovered or settled. The 
effect on deferred tax assets and liabilities of a change in income tax rates is recognized in our Consolidated 
Statement of Income in the period that includes the enactment date. A valuation allowance is recorded to reduce 
the carrying amounts of deferred tax assets if it is more likely than not that such assets will not be realized. 


Significant judgment is required in determining the provision for income taxes and related accruals, deferred tax 
assets and liabilities. In determining our provision for income taxes, we use an annual effective income tax rate 
based on annual income, permanent differences between book and tax income and statutory income tax rates. We 
adjust the annual effective income tax rate as additional information on outcomes or events becomes available. 
Our effective income tax rate is affected by items including changes in tax law, the tax jurisdiction of new stores 
or business ventures and the level of earnings. 


Effective February 4, 2007, we adopted FASB Interpretation 48 (“FIN 48”) and FASB Staff Position (“FSP”’) 
FIN 48-1, Accounting for Uncertainty in Income Taxes—an Interpretation of FASB Statement 109. FIN 48 
contains a two-step approach to recognizing and measuring uncertain tax positions accounted for in accordance 
with SFAS 109, Accounting for Income Taxes. The first step is to evaluate the tax position for recognition by 
determining if the available evidence indicates it is more likely than not that the position will be sustained on 
audit, including resolution of related appeals or litigation processes, if any. The second step is to measure the tax 
benefit as the largest amount which is more than 50% likely of being realized upon ultimate settlement. We 
consider many factors when evaluating and estimating our tax positions and tax benefits, which may require 
periodic adjustments and which may not accurately forecast actual outcomes. Our policy is to include interest 
and penalties related to uncertain tax positions in income tax expense. 
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Our income tax returns, like those of most companies, are periodically audited by domestic and foreign tax 
authorities. These audits include questions regarding our tax filing positions, including the timing and amount of 
deductions and the allocation of income among various tax jurisdictions. At any one time, multiple tax years are 
subject to audit by the various tax authorities. We record an accrual for more likely than not exposures after 
evaluating the positions associated with our various income tax filings. A number of years may elapse before a 
particular matter for which we have established an accrual is audited and fully resolved or clarified. We adjust 
our tax contingencies accrual and income tax provision in the period in which matters are effectively settled with 
tax authorities at amounts different from our established accrual when the statute of limitations expires for the 
relevant taxing authority to examine the tax position or when more information becomes available. 


Although we believe that our estimates are reasonable, actual results could differ from these estimates resulting 
in a final tax outcome that may be materially different from that which is reflected in our Consolidated Financial 
Statements. 


Revenue Recognition 


While our recognition of revenue does not involve significant judgment, revenue recognition represents an 
important accounting policy for our organization. We recognize revenue upon customer receipt of the 
merchandise. For direct response revenues, we estimate shipments that have not been received by the customer 
based on shipping terms and historical delivery times. We also provide a reserve for projected merchandise 
returns based on prior experience. 


All of our brands sell gift cards with no expiration dates to customers in retail stores, through our direct channels 
and through third parties. We do not charge administrative fees on unused gift cards. We recognize income from 
gift cards when they are redeemed by the customer. In addition, we recognize income on unredeemed gift cards 
when we can determine that the likelihood of the gift card being redeemed is remote and there is no legal 
obligation to remit the unredeemed gift cards to relevant jurisdictions (gift card breakage). We determine the gift 
card breakage rate based on historical redemption patterns. We accumulated sufficient historical data to 
determine the gift card breakage rate at Bath & Body Works and Express during the fourth quarter of 2005 and 
Victoria’s Secret during the fourth quarter of 2007. Gift card breakage is included in Net Sales in our 
Consolidated Statements of Income. 


During the fourth quarter of 2005, we recognized $30 million in pre-tax income related to the initial recognition 
of gift card breakage at Express and Bath & Body Works. During the fourth quarter of 2007, we recognized $48 
million in pre-tax income related to the initial recognition of gift card breakage at Victoria’s Secret. 


Additionally, we recognize revenue associated with merchandise sourcing services provided to third parties, 
consisting primarily of former subsidiaries as well as other third parties. Revenue is recognized at the time the 
title passes to the customer. 


ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 
Market Risk 


The market risk inherent in our financial instruments represents the potential loss in fair value, earnings or cash 
flows arising from adverse changes in foreign currency exchange rates or interest rates. 


Our foreign exchange rate exposure is primarily the result of the January 2007 acquisition of La Senza 
Corporation, whose operations are conducted primarily in Canada. To mitigate the translation risk to our earnings 
and the fair value of our investment in La Senza associated with fluctuations in the U.S. dollar-Canadian dollar 
exchange rate, we entered into a series of cross-currency swaps related to Canadian dollar denominated 
intercompany loans. These cross-currency swaps require the periodic exchange of fixed rate Canadian dollar 
interest payments for fixed rate U.S. dollar interest payments as well as exchange of Canadian dollar and U.S. 
dollar principal payments upon maturity. The swap arrangements mature between 2015 and 2018 at the same 
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time as the related loans. As a result of the Canadian dollar denominated intercompany loans and the related 
cross-currency swaps, we do not believe there is any material translation risk associated with fluctuations in the 
U.S. dollar-Canadian dollar exchange rate. 


In addition, La Senza’s Canadian dollar denominated earnings are subject to U.S. dollar-Canadian dollar 
exchange rate risk as substantially all of La Senza’s merchandise is sourced through U.S. dollar transactions. 


We are exposed to interest rate risk in relation to our investments and our debt. Our investment portfolio 
primarily consists of interest-bearing instruments that are classified as cash and cash equivalents based on their 
original maturities. Our investment portfolio is maintained in accordance with our investment policy, which 
specifies permitted types of investments, specifies credit quality standards and maturity profiles and limits credit 
exposure to any single issuer. The primary objective of our investment activities are the preservation of principal, 
the maintenance of liquidity and the maximization of interest income while minimizing risk. Currently, our 
investment portfolio is comprised primarily of U.S. government-backed securities. Given the short-term nature 
and quality of investments in our portfolio, we do not believe there is any material risk associated with increases 
or decreases in interest rates. 


All of our long-term debt as of January 31, 2009 has fixed interest rates with the exception of our $750 million 
term loan due August 2012. Thus, our exposure to interest rate changes is limited to the fair value of the debt 
issued, which would not have a material impact on our earnings or cash flows. Our $750 million term loan due 
August 2012 contains a variable interest rate that fluctuates based on changes in an underlying benchmark 
interest rate and changes in our credit rating. In January 2008, we executed a participating interest rate swap 
arrangement which limits our exposure to increases in the benchmark interest rate while allowing us to partially 
participate in any decreases in the benchmark interest rate. 


We use derivative financial instruments like the cross-currency swaps and the participating interest rate swap 
arrangement to manage exposure to market risks. We do not use derivative financial instruments for trading 
purposes. 


Fair Value of Financial Instruments 


As of January 31, 2009, management believes that the carrying values of cash and cash equivalents, receivables 
and payables approximate fair value because of the short maturity of these financial instruments. 


The following table provides a summary of the carrying value and fair value of long-term debt and swap 
arrangements as of January 31, 2009 and February 2, 2008: 
January 31, February 2, 
2009 2008 
(in millions) 
Long-term Debt: 


Carrying Valle: i nde iads be cae the dab eae $2,897 $ 2,912(a) 
Fair Value, Estimated (b) ............ 0.000 cece eee eee 2,113 2,789 
Aggregate Fair Value of Cross-currency Swap 
Arrangements: (C): \. satarcd wietadioukiewacedeuluad aie’ e piale a Blayals 03 (26) 54 
Fair Value of Participating Interest Rate Swap 
Arrangement (C))% csis.gc8 giseetivn ed ee we wa aye oe 30 13 


(a) Includes current portion of long-term debt of $7 million. 

(b) The estimated fair value of our publicly traded debt is based on quoted market prices. The estimated fair 
value of our $750 million term loan is equal to its carrying value. On February 19, 2009, the terms of the 
Term Loan were amended. The estimates presented are not necessarily indicative of the amounts that we 
could realize in a current market exchange. 

(c) Swap arrangements are in an (asset) liability position. 
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The decrease in estimated fair value of our long-term debt from February 2, 2008 to January 31, 2009 reflects the 
substantial increase in volatility in the credit markets and the associated higher yields on our publicly traded debt. 
The change in fair value of the cross currency-swap arrangements from February 2, 2008 to January 31, 2009 is 
primarily due to the fluctuations in the U.S. dollar—Canadian dollar exchange rate. The change in fair value of 
the participating interest rate swap arrangement from February 2, 2008 to January 31, 2009 is primarily due to 
the decline in the underlying benchmark interest rate. 


Concentration of Credit Risk 


We maintain cash and cash equivalents with various major financial institutions, as well as corporate commercial 
paper from time to time. Currently, our investment portfolio is comprised primarily of U.S. government-backed 
securities. 


We monitor the relative credit standing of financial institutions and other entities with whom we transact and 
limit the amount of credit exposure with any one entity. We also monitor the creditworthiness of entities to which 
we grant credit terms in the normal course of business and counterparties to derivative instruments. 


Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995 


We caution that any forward-looking statements (as such term is defined in the Private Securities Litigation 
Reform Act of 1995) contained in this report or made by our company or our management involve risks and 
uncertainties and are subject to change based on various important factors, many of which are beyond our 
control. Accordingly, our future performance and financial results may differ materially from those expressed or 
implied in any such forward-looking statements. Words such as “estimate,” “project,” “plan,” “believe,” 
“expect,” “anticipate,” “intend,” “planned,” “potential” and similar expressions may identify forward-looking 
statements. Risks associated with the following factors, among others, in some cases have affected and in the 
future could affect our financial performance and actual results and could cause actual results to differ materially 
from those expressed or implied in any forward-looking statements included in this report or otherwise made by 
our company or our management: 
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e general economic conditions, consumer confidence and consumer spending patterns; 
e the global economic crisis and its impact on our suppliers, customers and other counterparties; 
e the impact of the global economic crisis on our liquidity and capital resources; 


e the dependence on a high volume of mall traffic and the possible lack of availability of suitable store 
locations on appropriate terms; 


e the seasonality of our business; 

e our ability to grow through new store openings and existing store remodels and expansions; 
¢ our ability to expand into international markets; 

e independent licensees; 

e our direct channel business including our new distribution center; 

¢ our failure to protect our reputation and our brand images; 

¢ our failure to protect our trade names and trademarks; 


e market disruptions including severe weather conditions, natural disasters, health hazards, terrorist activities 
or the prospect of these events; 
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stock price volatility; 
our failure to maintain our credit rating; 
our ability to service our debt; 


the highly competitive nature of the retail industry generally and the segments in which we operate 
particularly; 


consumer acceptance of our products and our ability to keep up with fashion trends, develop new 
merchandise, launch new product lines successfully, offer products at the appropriate price points and 
enhance our brand image; 


our ability to retain key personnel; 

our ability to attract, develop and retain qualified employees and manage labor costs; 
our reliance on foreign sources of production, including risks related to: 

¢ political instability; 

e duties, taxes, other charges on imports; 

e legal and regulatory matters; 

e volatility in currency and exchange rates; 

¢ local business practices and political issues; 

* potential delays or disruptions in shipping and related pricing impacts; and 

e the disruption of imports by labor disputes; 

the possible inability of our manufacturers to deliver products in a timely manner or meet quality standards; 
fluctuations in energy costs; 

increases in the costs of mailing, paper and printing; 

self-insured risks; 

our ability to implement and sustain information technology systems; 

our failure to comply with regulatory requirements; and 


legal matters. 


We are not under any obligation and do not intend to make publicly available any update or other revisions to 
any of the forward-looking statements contained in this report to reflect circumstances existing after the date of 
this report or to reflect the occurrence of future events even if experience or future events make it clear that any 
expected results expressed or implied by those forward-looking statements will not be realized. 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 


LIMITED BRANDS, INC. 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 
Page No. 

Management’s Report on Internal Control Over Financial Reporting ..................0...000000. 53 
Report of Independent Registered Public Accounting Firm on Internal Control Over Financial 

REPOMIN gs. 1.22565 8ih ot Lod pane eh et or eanee nee eee esta oboe endan borne aden ing 54 
Report of Independent Registered Public Accounting Firm on Consolidated Financial Statements ..... 55 
Consolidated Statements of Income for the Years Ended January 31, 2009, February 2, 2008 and 

February 35.2007 3 ov ecdnaedek oolaan cia ohare dee See eRae Vhaye Ph ade be eae N Seed woe sows 56 
Consolidated Balance Sheets as of January 31, 2009 and February 2, 2008 ................0.00005 57 
Consolidated Statements of Shareholders’ Equity for the Years Ended January 31, 2009, February 2, 

2008. and Pebruary 3,-2007 seed cecd ed db haieante eo ile We aes ba eee Ca eee oe eae wa 58 
Consolidated Statements of Cash Flows for the Years Ended January 31, 2009, February 2, 2008 and 

February 3; 2007 i.4251-chdeeeee bedi Sega ent itbe bed ees Potala eet adie eens 59 
Notes to Consolidated Financial Statements ........ 0.0... cece eee e eee n nee 60 


Our fiscal year ends on the Saturday closest to January 31. Fiscal years are designated in the Consolidated 
Financial Statements and Notes by the calendar year in which the fiscal year commences. The results for fiscal 
years 2008 and 2007 represent the 52 week period ending January 31, 2009 and February 2, 2008, respectively, 
and 2006 refers to the 53 week period ended February 3, 2007. 
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Management’s Report on Internal Control Over Financial Reporting 


Management is responsible for establishing and maintaining adequate internal control over financial reporting as 
defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. The Company’s internal 
control system is designed to provide reasonable assurance to the Company’s management and Board of 
Directors regarding the preparation and fair presentation of published financial statements. Because of its 
inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Therefore, 
even those systems determined to be effective can provide only reasonable assurance with respect to financial 
statement preparation and presentation. Also, projections of any evaluation of effectiveness to future periods are 
subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 


Management assessed the effectiveness of the Company’s internal control over financial reporting as of 
January 31, 2009. In making this assessment, management used the criteria established in Internal Control- 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the 
COSO criteria). 


Based on our assessment and the COSO criteria, management believes that the Company maintained effective 
internal control over financial reporting as of January 31, 2009. 


The Company’s independent registered public accounting firm, Ernst & Young LLP, has issued an attestation 
report on the Company’s internal control over financial reporting. Ernst & Young LLP’s report appears on the 
following page and expresses an unqualified opinion on the effectiveness of the Company’s internal control over 
financial reporting as of January 31, 2009. 
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Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting 


To the Board of Directors and Shareholders of 
Limited Brands, Inc.: 


We have audited Limited Brands, Inc. and subsidiaries’ internal control over financial reporting as of January 31, 
2009, based on criteria established in Internal Control—Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (the COSO criteria). Limited Brands, Inc.’s management 
is responsible for maintaining effective internal control over financial reporting, and for its assessment of the 
effectiveness of internal control over financial reporting included in the accompanying Management’s Report on 
Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal 
control over financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit 
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material 
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe 
that our audit provides a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


In our opinion, Limited Brands, Inc. and subsidiaries maintained, in all material respects, effective internal 
control over financial reporting as of January 31, 2009, based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Consolidated Balance Sheets of Limited Brands, Inc. and subsidiaries as of January 31, 2009 
and February 2, 2008, and the related Consolidated Statements of Income, Shareholders’ Equity, and Cash Flows 
for each of the three years in the period ended January 31, 2009 of Limited Brands, Inc. and subsidiaries, and our 
report dated March 27, 2009 expressed an unqualified opinion thereon. 


/s/ Ernst & Young LLP 


Columbus, Ohio 
March 27, 2009 
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Report of Independent Registered Public Accounting Firm on Consolidated Financial Statements 


To the Board of Directors and Shareholders of 
Limited Brands, Inc.: 


We have audited the accompanying Consolidated Balance Sheets of Limited Brands, Inc. and subsidiaries as of 
January 31, 2009 and February 2, 2008, and the related Consolidated Statements of Income, Shareholders’ 
Equity, and Cash Flows for each of the three years in the period ended January 31, 2009. These financial 
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of Limited Brands, Inc. and subsidiaries at January 31, 2009 and February 2, 2008, and the 
consolidated results of their operations and their cash flows for each of the three years in the period ended 
January 31, 2009, in conformity with U.S. generally accepted accounting principles. 


As discussed in Note 2 to the consolidated financial statements, in 2007 the Company adopted Financial 
Accounting Standards Board Interpretation No. 48, “Accounting for Uncertainty in Income Taxes, an 
interpretation of FASB Statement No. 109”, and in 2006, the Company adopted Statement of Financial 
Accounting Standards No. 123 (R), “Share-Based Payment.” 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), Limited Brands, Inc. and subsidiaries’ internal control over financial reporting as of January 31, 
2009, based on criteria established in Internal Control—Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission and our report dated March 27, 2009 expressed an 
unqualified opinion thereon. 


/s/ Ernst & Young LLP 


Columbus, Ohio 
March 27, 2009 
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LIMITED BRANDS, INC. 
CONSOLIDATED STATEMENTS OF INCOME 


(in millions except per share amounts) 


2008 2007 2006 

Net Sales sc2a5. daeiiadidin gags o iad eter b eee hae G hua 4 Wanna Be SS $9,043 $10,134 $10,671 
Costs of Goods Sold, Buying and Occupancy ........ 0.0... eee eee (6,037) (6,625) (6,658) 
GROSS; PHONG ot. cactseecateunie tinea d Gly dea th ease oad elon eat ths aitonecalanidecetes ocean estos 3,006 3,509 4,013 
General, Administrative and Store Operating Expenses ...............00005- (2,311) (2,616) = (2,837) 
Impairment of Goodwill and Other Intangible Assets .................0.0005 (215) (13) — 
Gain on Divestiture of Express... 2.0... 2. cece eee — 302 —_ 
Loss on Divestiture of Limited Stores ........0 0.00000 cee eens — (72) — 
Net Gain on Jomet Ventures .3)0.342200640) coeds adda awe Oe we hadi ewes 109 — — 
Operating InCome: 2. ace al stage sedaanacseedsteecinw boaea Gugl snees oops) duwia Soracann WM a greta 589 1,110 1,176 
Inférest EXpense’.é.¢.5c0che08 bees Gee cieies ee asd edeug ede Goa wenden (181) (149) (102) 
WNterest TinG OTS 5553.55 argh ots, des Seth grid actetpee cenbins. te blogs aloene aids duse’st aphcibctear's, dduecatea das AS 18 18 25 
Other Income:(LOSS)! 4.02.20 G234.0s2240i0 oo Ree wee eed es ee 23 128 (3) 
Manor ty INtere st ieee.5i5caceecnStednatacetacde diwleiraca Guar ecace foiaiene Gtanirararaley Hara. d gh akechens merce 4 22 1 
Income Before Income Taxes and Cumulative Effect of Change in Accounting 

PrimiGiple 3:3. sc gcceehan staf wasn. ah ada gee dees garde ah RA RAR Bene Hatin Ree 453 1,129 1,097 
Provision for Income Taxes ......... 0... ccc ccc ete cece e teens 233 411 422 
Income Before Cumulative Effect of Change in Accounting Principle .......... 220 718 675 
Cumulative Effect of Change in Accounting Principle, Net of Taxes of $0.4 in 

DOO pera se sede. bite date Sosa Ste aorta ay) Za Maeda Enbsthed dhaeds seo Mn ae OR ERA Bie Ma — — 1 
INGE INCOME! 4.5. f5esicscicacdeacadace th Qutb colada Bebtorjaparele Goaldea dig Suacd dn anindusolar alata dvdideeeaieale oes $ 220 $ 718 $ 676 
Net Income Per Basic Share 
Income Before Cumulative Effect of Change in Accounting Principle .......... $ 066 $ 1.91 $ 171 
Cumulative Effect of Change in Accounting Principle .................2000. — — — 
Net Income Per Basic Share ........0..0 0.00 e en eee $ 066 $ 1.91 $ 1.71 
Net Income Per Diluted Share 
Income Before Cumulative Effect of Change in Accounting Principle .......... $ 0.65 $ 1.89 $ 1.68 
Cumulative Effect of Change in Accounting Principle ................0-000- — — — 
Net Income Per Diluted Share .........0.0. 00000 $ 065 $ 1.89 $ 1.68 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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LIMITED BRANDS, INC. 
CONSOLIDATED BALANCE SHEETS 


(in millions except per share amounts) 


January 31, February 2, 


2009 2008 
ASSETS 

Current Assets: 

Cash and Cash Equivalents .......... 0.0... cece cect cette neee $ 1,173 $ 1,018 

Accounts: Receivable, Nets. ce8 0 tGoe eo eee ead asindee baad ieee eaee 236 355 

NNVEMLONIES  s525es dave 8h ghecene cece sabe sacadslacdtacdeial & avadebla: e.ctiug) nog acphétacte-Bbarapacksansy elgeecarerteecane 1,182 1,251 

OER 68 jc daedcs detente dd Goce Sicoeantedcensd dh arte May ene ee ed BS ita Oe ened eas 276 295 
Total-Current-ASSets: 2045 cs ne take eek hte Md ee 6 oh 28 be ae Sea eek 2,867 2,919 
Property and Equipment, Net .. 0.20... 20... cece eee ee ee cee een eee e ee eens 1,929 1,862 
GOOG WAN sees: cat rosie os hee ences frie Seek ois dead enve ape ten tReet ered, & aca ee ate eghtan » etesd a aaeleadts Renard 1,426 1,733 
Trade Names and Other Intangible Assets, Net ........... 0... c eee eee eee 580 677 
OME: ASSES: 3 A..cc3 cheers Ace ek eels ep ce AA es Oe lets 4 he ree BEE nc SE RRA Beth SR 170 246 
Total Assets... 0... ccc eee eee eee eee e ene e eee eee eeas $ 6,972 $ 7,437 

LIABILITIES AND SHAREHOLDERS’ EQUITY 

Current Liabilities: 

Accounts. Payable: 203% seaside te deere headed feed eose siege eer de ated aeeas $ 494 $ 517 

Acctuied Expenses and Other 2.6620. eae cae oe hee eS eee EG ROE ES 669 721 

Income: Taxes. spo 40s Ch 4.48b5hcd be CERAM Ree tas DOE RSS aR aS 92 136 
Total:Current Liabilities xi nce. x Scecdsa 4 Soe betel A 2 he ee ote hate Baie ae Ae Be cee d 1,255 1,374 
Deferred: Income: Taxe€S: «1:45.06 6508846 Maida hen eae eS ONS 4. Fe eee ewes 213 175 
one-term De Dt ite F:i.5:s: 5-5 atlas de 5 ase eusereidaca eevee s aaeece ee Raed ie oie dee oles a Silene eA 2,897 2,905 
Other Long-term: Liabustes:. jc bhi $60 best eee hewed ebise ped seed etieseeds 732 709 
Minority Interest: 23. :hiyeauw ae eev Spee aad se kee obo deeb EE Ge deca Shee edie s 1 55 
Shareholders’ Equity: 

Preferred Stock—$1.00 par value; 10 shares authorized; none issued ............ — — 

Common Stock—$0.50 par value; 1,000 shares authorized; 524 shares issued in 

2008 and 2007; 321 and 346 shares outstanding in 2008 and 2007 ............ 262 262 

Paid=in Capital, 2:5.¢-c-23 teen od SoS Had a Vale Se Oh esw ease ea EWE w aS 1,544 1,550 

Accumulated Other Comprehensive (Loss) Income .............. 0000 e eee eee (28) 31 

Retained Bamings:.: csssivcdso taken esc cenetes avast sate aa poke eees 4,777 4,758 

Less: Treasury Stock, at Average Cost; 203 shares in 2008 and 178 shares in 

QOOT ib 5A Pea ood b elnd ne ee a Lee wi cede see SS Sas Sideces wa eo (4,681) (4,382) 

Total Shareholdets’ Equity .i4.:i0c.cicciacee nan oie ge sGetee at ided bea dered 1,874 2,219 
Total Liabilities and Shareholders’ Equity ....... 0.0... c eee ee ene $ 6,972 $ 7,437 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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LIMITED BRANDS, INC. 
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY 


(in millions except per share amounts) 


_Common Stock paia. Gee rion Total 
Shares Par In Comprehensive Retained Average Shareholders’ 
Outstanding Value Capital Income (Loss) Earnings Cost Equity 
Balance, January 28, 2006 ................ 395 $262 $1,597 $ (6) $3,839 $(3,221) $ 2,471 
Comprehensive Income (Loss): 
INGt INCOME? 35 6.4: 0d hb reeee se wees 676 —_— 676 
Foreign Currency Translation ........... (7) — — (7) 
Unrealized Loss on Cross Currency Interest 
Rate Cash Flow Hedge .............. (3) — — (3) 
Reclassification of Cash Flow Hedges to 
BatmingS 2.2524 50.84 pivcanees Gey eae (3) — — (3) 
Realized Loss on Cash Flow Hedge ...... 2 — —_— 2 
Total Comprehensive Income (Loss) ......... (11) 676 no 665 
Cash Dividends ($0.60 per share) ............ (238) — (238) 
Repurchase of Common Stock .............. (7) — (183) (183) 
Exercise of Stock Options and Other ......... 10 — (32) — — 272 240 
Balance, February 3, 2007 ................ 398 $262 $1,565 $(17) $4,277 $(3,132)  $ 2,955 
Adoption of Financial Accounting Standards 
Board Interpretation 48, Accounting for 
Uncertainty in Income Taxes ..........4-. — (10) “= (10) 
Comprehensive Income (Loss): 
Netincome: i... ii4.cncasewdwes eee yaaa — 718 — 718 
Foreign Currency Translation ........... 37 — — 37 
Unrealized Loss on Cross Currency Interest 
Rate Cash Flow Hedge .............. (51) — — (51) 
Reclassification of Cash Flow Hedges to 
] 10 101 ae Pe re 75 — — 75 
Unrealized Loss on Interest Rate Cash 
Blow Hed v6: 54.cgs cece aes econ ees (13) — — (13) 
Total Comprehensive Income (Loss) ......... 48 718 — 766 
Cash Dividends ($0.60 per share) ............ (227) — (227) 
Repurchase of Common Stock .............. (59) — (1,410) (1,410) 
Exercise of Stock Options and Other ......... 7 — (15) — — 160 145 
Balance, February 2, 2008 ................ 346 $262 $1,550 $ 31 $4,758 $(4,382) $2,219 
Comprehensive Income (Loss): 
Net Income: tc.c0...5.¢44.cariansnasaaeces — 220 — 220 
Foreign Currency Translation ........... (34) — — (34) 
Unrealized Gain on Cross Currency 
Interest Rate Cash Flow Hedge ........ 81 — —_— 81 
Reclassification of Cash Flow Hedges to 
BamingS .: 25.005 b4es tood derndeaaea set (91) — — (91) 
Unrealized Loss on Interest Rate Cash 
|G) Lon) & (10k) ae eee (16) — — (16) 
Realized Loss on Cash Flow Hedge ...... 1 — —_ 1 
Total Comprehensive Income (Loss) ......... (59) 220 — 161 
Cash Dividends ($0.60 per share) ............ — (201) — (201) 
Repurchase of Common Stock .............. (28) —- — — — (371) (371) 
Exercise of Stock Options and Other ......... 3 — (6) — — 72 66 
Balance, January 31, 2009 ................ 321 $262 $1,544 $(28) $4,777 $(4,681)  $ 1,874 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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LIMITED BRANDS, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 


(in millions) 


Operating Activities 


11") de 001810) 1 6 ere SPP Seg oe na PR em Se Pr 


Adjustments to Reconcile Net Income to Net Cash Provided by (Used for) Operating 
Activities: 


Cumulative Effect of Change in Accounting Principle ...................0000000, 
Depreciation and Amortization ....... 0... eee cece eee tne tne eens 
Goodwill and Intangible Asset Impairment Charges ..................0 000000000, 
Deterred. Income: Taxes 2.ccc ibs ioe ewecwids tebaan auaddcdieenin se hoes ak meee 
Excess Tax Benefits From Share-based Compensation ................. 000000000, 
Share-based Compensation Expense .......... 0... ccc ccc eee 
Minority Interest: ....0505440440440 hotwdeeed Oraeerade dedae de aete sea tbo da eae 
Net. Gain-on Joint Ventures 4.s.03.04.acctoueee day daa ctw eiiadiwde sto ee aewes 
Gain on Distribution from Express ......... 00.0 cece eee 
Gainon Divestiture:of EXpressS: .. ccc ckckw vere sess twee Raden aenn sees easuenen es 
Loss on Divestiture of Limited Stores ......... 00.0 cece ce eee ee 
Gain on Distribution from Easton Town Center, LLC ......... 2.0.0.0... 0c eee eee 
Gains'on Sales-Of ASSCtS susceica tsvacde oc GA ON Ae OS oe MER CRE Ok pede ae REE 


Changes in Assets and Liabilities, Net of Assets and Liabilities from Acquisitions: 


ACCounts RECEV ADI? fo oes sib ose edad tele Y else dang s9e ae hagntee GM Y baiardviaee eee a geen eS 
TNVEMCOTIES: c5 ee iacesdigtv paced Actua th exile wou chaceoe eng B24 Vo ae eee Sduaaumaue bare bala aobaees 
Accounts Payable, Accrued Expenses and Other .................0 0000000 
Income: Taxes:Payable: 2 va. cee ise t.0s bbe ar Pee be pe eee pHs Gee ease dees 
Other Assets and Liabuies: 5.0:50-6. cn. dat oakeabaat. acest dete ta aeetamaks ead 


Net Cash Provided by Operating Activities 2... 0.0.0... eee eee 


Investing Activities 


Capital Expenditures: iis cwecasises 40s cane ORE De Se RE Aw Re ER ROR Doo oe LO eee ES 
Net Proceeds from the Divestiture of Joint Venture ........... 0.0.00. c eee eee eee 
Return of Capital from Express .... 0.0... 0. cece eee 
Proceeds from the Divestiture of Express, Net ....... 2.0... cece cece eee ene 
Proceeds from the Distribution from Easton Town Center, LLC ..................00050. 
Proceeds from: Sale of ASS€ts). <5 :ic.6 45.6.9 peed sae aa £4 Ga eae aan Sahaae eee ears 
Acquisition of La Senza Corporation, Net of Cash Acquired of $28 ..............000004 
Other Investing ACUVIUES: i.3.3664 5 Skis Here ee ee Sed Fo AS Ge DEER DE SEAS KER OS 


Net Cash (Used for) Provided by Investing Activities................. 000000000000 002 


Financing Activities 


Proceeds irom Assuance'of Debt .0.5..46 5 ccc kee ooe so neu ed Re A EAR OO EE RS ORE TE 
Proceeds from Term Loan Refinancing ........ 0.0... cece cece eens 
Repayment of Long-term Debt ......... 0.00... eee cece tne ene 
Repurchase of Common Stock ........ 0... eect e eee 
Dividends: Pads 5.2 visiacika ine SS Voss dace ee aGiiea ued end Ph aed Mawes we ba kde es 
Excess Tax Benefits from Share-based Compensation ................0 00000 c eee eee 
Proceeds From Exercise of Stock Options and Other ..........0. 0.00.00... 00 eee eee 


Net Cash Used for Financing Activities ....... 0.0.0... eee eee eee eee 


Effects of Exchange Rate Changes on Cash ........ 0.0... cece cee eee 
Net Increase (Decrease) in Cash and Cash Equivalents ............... 000000000 c ee eee 
Cash and Cash Equivalents, Beginning of Year ......... 0.0.0... eee 


Cash and Cash Equivalents, End of Year. ..... 00.0... cece cece een eee 


2008 2007 2006 


$ 220$ 718 $ 676 
— = (1) 
343 352 316 
215 13 


46 5) ~—«(43) 
(2) (28) (46) 
35 44 37 
(4) (22) 1) 


(109) — 

(13) — = 
— (02) — 
—_ 72 — 
— (00) — 
— G67 (16) 


103. (192) 18 
45 337. (545) 
(39) (152) 115 
39) (1) 16 
153 98 74 


954 765 600 


(479) (749) (548) 
159 = ee 
95 — 
a, a7 = 
—= 10 = 
= 27 
—  — (572) 
(15). 33 = 


(240) 30. (1,093) 


— 997 = 
a B56 = 
(15) (7) (7) 
(379) (1,402) (193) 
(201) (227) (238) 
2 28 46 
31 82 177 


(562) (279) (215) 
3 2 — 

155 518 = (708) 
1,018 500 1,208 


$1,173 $1,018 $ 500 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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LIMITED BRANDS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Description of Business and Summary of Significant Accounting Policies 
Description of Business 


Limited Brands, Inc. (the Company) operates in the highly competitive specialty retail business. The Company is 
a specialty retailer of women's intimate and other apparel, beauty and personal care products and accessories. The 
Company sells its merchandise through specialty retail stores in the United States and Canada, which are 
primarily mall-based, and through its websites and catalogue. The Company currently operates the following 
retail brands: 


e Victoria’s Secret 

e Pink (Victoria’s Secret) 

e La Senza 

¢ Bath & Body Works 

¢ C.O. Bigelow 

e The White Barn Candle Company 
e Henri Bendel 


Basis of Consolidation 


The Consolidated Financial Statements include the accounts of the Company and its subsidiaries. All significant 
intercompany balances and transactions have been eliminated in consolidation. The Consolidated Financial 
Statements include the results of Express and Limited Stores through their divestiture dates which were July 6, 
2007 and August 3, 2007, respectively. 


Subsequent to the divestitures of Express and Limited Stores, the Company’s remaining 25% ownership interest 
in each is accounted for under the equity method of accounting. The Company eliminates in consolidation 25% 
of sourcing sales to Express and Limited Stores consistent with the Company’s ownership percentage. 


The Company’s Consolidated Financial Statements also include less than 100% owned variable interest entities 
in which the Company is designated as the primary beneficiary in accordance with Financial Accounting 
Standards Board Interpretation 46(R), Consolidation of Variable Interest Entities (“FIN 46(R)’). 


The Company accounts for investments in unconsolidated entities where it exercises significant influence, but 
does not have control, using the equity method of accounting. Under the equity method of accounting, the 
Company recognizes its share of the investee net income or loss. Losses are only recognized to the extent the 
Company has positive carrying value related to the investee. Carrying values are only reduced below zero if the 
Company has an obligation to provide funding to the investee. The Company’s share of net income or loss of 
unconsolidated entities from which the Company purchases merchandise or merchandise components is included 
in Cost of Goods Sold, Buying and Occupancy on the Consolidated Statements of Income. The Company’s share 
of net income or loss of all other unconsolidated entities is included in Other Income (Loss) on the Consolidated 
Statements of Income. The Company’s equity investments are required to be tested for impairment when it is 
determined there may be an other than temporary loss in value. 


Fiscal Year 


The Company’s fiscal year ends on the Saturday nearest to January 31. As used herein, “2008” and “2007” refer 
to the 52-week periods ending January 31, 2009 and February 2, 2008, respectively. “2006” refers to the 53-week 
period ended February 3, 2007. 
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Cash and Cash Equivalents 


Cash and Cash Equivalents include cash on hand, demand deposits with financial institutions and highly liquid 
investments with original maturities of less than 90 days. The Company’s outstanding checks, which amounted to 
$86 million as of January 31, 2009 and $121 million as of February 2, 2008, are included in Accounts Payable on 
the Consolidated Balance Sheets. 


Concentration of Credit Risk 


The Company maintains cash and cash equivalents with various major financial institutions, as well as corporate 
commercial paper from time to time. Currently, the Company’s investment portfolio is comprised primarily of 
U.S. government-backed securities. 


The Company monitors the relative credit standing of financial institutions and other entities with whom the 
Company transacts and limits the amount of credit exposure with any one entity. The Company also monitors the 
creditworthiness of entities to which the Company grants credit terms in the normal course of business and 
counterparties to derivative instruments. 


Inventories 


Inventories are principally valued at the lower of cost or market, on a weighted-average cost basis. 


The Company records valuation adjustments to its inventories if the cost of specific inventory items on hand 
exceeds the amount it expects to realize from the ultimate sale or disposal of the inventory. These estimates are 
based on management’s judgment regarding future demand and market conditions and analysis of historical 
experience. 


The Company also records inventory loss adjustments for estimated physical inventory losses that have occurred 
since the date of the last physical inventory. These estimates are based on management’s analysis of historical 
results and operating trends. 


Catalogue and Advertising Costs 


The Company capitalizes the direct costs of producing and distributing its catalogues and amortizes the costs 
over the expected future revenue stream, which is generally three months from the date the catalogues are 
mailed. 


The Company’s capitalized direct response advertising costs amounted to $27 million and $33 million as of 
January 31, 2009 and February 2, 2008, respectively, and are included in Other Current Assets on the 
Consolidated Balance Sheets. All other advertising costs are expensed at the time the promotion first appears in 
media or in the store. Catalogue and advertising costs amounted to $502 million for 2008, $507 million for 2007 
and $594 million for 2006. 


Property and Equipment 


The Company’s property and equipment are recorded at cost and depreciation/amortization is computed on a 
straight-line basis using the following depreciable life ranges: 


Category of Property and Equipment Depreciable Life Range 
Software, including software developed for internal use ......... 3 - 7 years 

Store related assets: .: .icpadesae dense bes bow ps Eee ex Sai 3 - 10 years 

Leasehold improvements .............. 0.00.0 c eee eee eee eee Shorter of lease term or 10 years 
Non-store related building and site improvements .............. 10 - 15 years 

Other property and equipment ................... 00.00.0008. 20 years 

Buildings .x2.5 ans dna stig pad reas canes ts oe IS be ay eke Bede 30 years 


When a decision has been made to dispose of property and equipment prior to the end of the previously estimated 
useful life, depreciation estimates are revised to reflect the use of the asset over the shortened estimated useful 
life. The Company’s cost of assets sold or retired and the related accumulated depreciation are removed from the 
accounts with any resulting gain or loss included in net income. Maintenance and repairs are charged to expense 
as incurred. Major renewals and betterments that extend useful lives are capitalized. 


Property and equipment are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount of the asset may not be recoverable. If the estimated undiscounted future cash flows related 
to the asset are less than the carrying value, the Company recognizes a loss equal to the difference between the 
carrying value and the estimated fair value, usually determined by the estimated discounted future cash flows of 
the asset. Factors used in the valuation include, but are not limited to, management’s plans for future operations, 
brand initiatives, recent operating results and projected future cash flows. 


Goodwill and Intangible Assets 


The Company has certain intangible assets resulting from business combinations that are recorded at cost. 
Intangible assets with finite lives are amortized primarily on a straight-line basis over their respective estimated 
useful lives ranging from 3 to 20 years. 


Intangible assets with finite lives are reviewed for impairment whenever events or changes in circumstances 
indicate that the carrying amount of the asset may not be recoverable. If the estimated undiscounted future cash 
flows related to the asset are less than the carrying value, the Company recognizes a loss equal to the difference 
between the carrying value and the estimated fair value, usually determined by the estimated discounted future 
cash flows of the asset. Factors used in the valuation include, but are not limited to, management’s plans for 
future operations, brand initiatives, recent operating results and projected future cash flows. 


Goodwill represents the excess of the purchase price over the fair value of the net assets acquired. Goodwill is 
not subject to periodic amortization. Goodwill is reviewed for impairment each year in the fourth quarter and 
may be reviewed more frequently if certain events occur or circumstances change. The impairment review is 
performed by comparing each reporting unit’s carrying value to its estimated fair value, determined through 
either estimated discounted future cash flows or market-based methodologies. If the carrying value exceeds the 
estimated fair value, the Company determines the fair value of all assets and liabilities of the reporting unit, 
including the implied fair value of goodwill. If the carrying value of goodwill exceeds the implied fair value, the 
Company recognizes an impairment charge equal to the difference. 


Intangible assets with indefinite lives are reviewed for impairment each year in the fourth quarter and may be 
reviewed more frequently if certain events occur or circumstances change. The impairment review is performed 
by comparing the carrying value to the estimated fair value, usually determined using a discounted cash flow 
methodology. 


Factors used in the valuation of goodwill and intangible assets include, but are not limited to, management’s plans 
for future operations, brand initiatives, recent operating results and projected future cash flows. If future economic 
conditions are different than those projected by management, future impairment charges may be required. 


Leases and Leasehold Improvements 


The Company has leases that contain predetermined fixed escalations of minimum rentals and/or rent abatements 
subsequent to taking possession of the leased property. The Company recognizes the related rent expense on a 
straight-line basis commencing upon store possession date. The Company records the difference between the 
recognized rental expense and amounts payable under the leases as deferred lease credits. The Company’s 
liability for predetermined fixed escalations of minimum rentals and/or rent abatements amounted to $90 million 
as of January 31, 2009 and $77 million as of February 2, 2008. These liabilities are included in Other Long-term 
Liabilities on the Consolidated Balance Sheets. 
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The Company receives allowances from landlords related to its retail stores. These allowances are generally 
comprised of cash amounts received by the Company from its landlords as part of the negotiated lease terms. The 
Company records a receivable and a landlord allowance at the lease commencement date (date of initial 
possession of the store). The deferred lease credit is amortized on a straight-line basis as a reduction of rent 
expense over the term of the lease (including the pre-opening build-out period) and the receivable is reduced as 
amounts are received from the landlord. The Company’s unamortized portion of landlord allowances, which 
amounted to $224 million as of January 31, 2009 and $185 million as of February 2, 2008, is included in Other 
Long-term Liabilities on the Consolidated Balance Sheets. 


The Company also has leasehold improvements which are amortized over the shorter of their estimated useful 
lives or the period from the date the assets are placed in service to the end of the initial lease term. Leasehold 
improvements made after the inception of the initial lease term are depreciated over the shorter of their estimated 
useful lives or the remaining lease term, including renewal periods, if reasonably assured. 


Foreign Currency Translation 


The functional currency of the Company’s foreign operations is generally the applicable local currency. Assets 
and liabilities are translated into U.S. dollars using the current exchange rates in effect as of the balance sheet 
date, while revenues and expenses are translated at the average exchange rates for the period. The Company’s 
resulting translation adjustments are recorded as a component of Accumulated Other Comprehensive Income 
(Loss) within the Consolidated Statements of Shareholders’ Equity. 


Derivative Financial Instruments 


The Company uses derivative financial instruments to manage exposure to foreign currency exchange rates and 
interest rates. The Company does not use derivative financial instruments for trading purposes. Derivative 
financial instruments are accounted for in accordance with SFAS 133, Accounting for Derivative Instruments and 
Hedging Activities (“SFAS 133”) as amended, which requires that all derivative instruments be recorded on the 
Consolidated Balance Sheets at fair value. 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. Under this method, the amount of 
taxes currently payable or refundable are accrued and deferred tax assets and liabilities are recognized for the 
estimated future tax consequences attributable to differences between the financial statement carrying amounts of 
existing assets and liabilities and their respective tax bases. Deferred tax assets are also recognized for realizable 
operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted income 
tax rates in effect for the year in which those temporary differences are expected to be recovered or settled. The 
effect on deferred tax assets and liabilities of a change in income tax rates is recognized in the Company’s 
Consolidated Statement of Income in the period that includes the enactment date. A valuation allowance is 
recorded to reduce the carrying amounts of deferred tax assets if it is more likely than not that such assets will 
not be realized. 


In determining the Company’s provision for income taxes, it uses an annual effective income tax rate based on 
annual income, permanent differences between book and tax income and statutory income tax rates. The 
Company adjusts the annual effective income tax rate as additional information on outcomes or events becomes 
available. The Company’s effective income tax rate is affected by items including changes in tax law, the tax 
jurisdiction of new stores or business ventures and the level of earnings. 


Effective February 4, 2007, the Company adopted Financial Accounting Standards Board (“FASB”) 
Interpretation 48 (“FIN 48”) and FASB Staff Position (“FSP”) FIN 48-1, Accounting for Uncertainty in Income 
Taxes—an Interpretation of FASB Statement 109. FIN 48 contains a two-step approach to recognizing and 
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measuring uncertain tax positions accounted for in accordance with SFAS 109, Accounting for Income Taxes. 
The first step is to evaluate the tax position for recognition by determining if the available evidence indicates it is 
more likely than not that the position will be sustained on audit, including resolution of related appeals or 
litigation processes, if any. The second step is to measure the tax benefit as the largest amount which is more 
than 50% likely of being realized upon ultimate settlement. The Company considers many factors when 
evaluating and estimating its tax positions and tax benefits, which may require periodic adjustments and which 
may not accurately forecast actual outcomes. 


The Company’s income tax returns, like those of most companies, are periodically audited by domestic and 
foreign tax authorities. These audits include questions regarding the Company’s tax filing positions, including the 
timing and amount of deductions and the allocation of income among various tax jurisdictions. At any one time, 
multiple tax years are subject to audit by the various tax authorities. The Company records an accrual for more 
likely than not exposures after evaluating the positions associated with its various income tax filings. A number 
of years may elapse before a particular matter for which the Company has established an accrual is audited and 
fully resolved or clarified. The Company adjusts its tax contingencies accrual and income tax provision in the 
period in which matters are effectively settled with tax authorities at amounts different from its established 
accrual, when the statute of limitations expires for the relevant taxing authority to examine the tax position or 
when more information becomes available. The Company includes its tax contingencies accrual, including 
accrued penalties and interest, in Other Long-term Liabilities on the Consolidated Balance Sheets unless the 
liability is expected to be paid within one year. Changes to the tax contingencies accrual, including accrued 
penalties and interest, are included in Provision for Income Taxes on the Consolidated Statements of Income. 


Self Insurance 


The Company is self-insured for medical, workers’ compensation, property, general liability and automobile 
liability up to certain stop-loss limits. Such costs are accrued based on known claims and an estimate of incurred 
but not reported (“IBNR”) claims. IBNR claims are estimated using historical claim information and actuarial 
estimates. 


Minority Interest 


Minority interest represents the portion of equity interests of consolidated affiliates not owned by the Company. 


Share-based Compensation 


The Company accounts for share-based employee compensation in accordance with SFAS 123 (revised 2004), 
Share-Based Payment (“SFAS 123(R)”). SFAS 123(R) requires all share-based payments to employees and 
directors to be recognized in the financial statements as compensation cost over the service period based on their 
estimated fair value on the date of grant. 


Compensation cost is recognized over the service period on a straight-line basis for the fair value of awards that 
actually vest. Compensation expense for stock options is recognized, net of forfeitures, using a single option 
approach (each option is valued as one grant, irrespective of the number of vesting tranches). Compensation cost 
for restricted stock is recognized, net of forfeitures, on a straight-line basis over the requisite service period. 


The Company has a policy of issuing treasury shares to satisfy award exercises or conversions. 


Revenue Recognition 


The Company recognizes sales upon customer receipt of the merchandise, which for direct response revenues 
reflects an estimate of shipments that have not yet been received by the customer based on shipping terms and 
estimated delivery times. The Company’s shipping and handling revenues are included in Net Sales with the 
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related costs included in Costs of Goods Sold, Buying and Occupancy on the Consolidated Statements of 
Income. The Company also provides a reserve for projected merchandise returns based on prior experience. Net 
Sales exclude sales tax collected from customers. 


The Company’s brands sell gift cards with no expiration dates to customers. The Company does not charge 
administrative fees on unused gift cards. The Company recognizes income from gift cards when they are 
redeemed by the customer. In addition, the Company recognizes income on unredeemed gift cards when it can 
determine that the likelihood of the gift card being redeemed is remote and that there is no legal obligation to 
remit the unredeemed gift cards to relevant jurisdictions (gift card breakage). The Company determines the gift 
card breakage rate based on historical redemption patterns. The Company accumulated enough historical data to 
determine the gift card breakage rate at Bath & Body Works during the fourth quarter of 2005 and Victoria’s 
Secret during the fourth quarter of 2007. Gift card breakage is included in Net Sales in the Consolidated 
Statements of Income. 


During the fourth quarter of 2007, the Company recognized $48 million in pre-tax income related to the initial 
recognition of gift card breakage at Victoria’s Secret. 


Additionally, the Company recognizes revenue associated with merchandise sourcing services provided to third 
parties, consisting of former subsidiaries as well as other third parties. Revenue is recognized at the time the title 
passes to the customer. 


Costs of Goods Sold, Buying and Occupancy 


The Company’s costs of goods sold include merchandise costs, net of discounts and allowances, freight and 
inventory shrinkage. The Company’s buying and occupancy expenses primarily include payroll, benefit costs and 
operating expenses for its buying departments and distribution network, rent, common area maintenance, real 
estate taxes, utilities, maintenance, catalogue amortization and depreciation for the Company’s stores, warehouse 
facilities and equipment. 


General, Administrative and Store Operating Expenses 


The Company’s general, administrative and store operating expenses primarily include payroll and benefit costs 
for its store-selling and administrative departments (including corporate functions), marketing, advertising and 
other operating expenses not specifically categorized elsewhere in the Consolidated Statements of Income. 


Use of Estimates in the Preparation of Financial Statements 


The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during the reporting period, 
as well as the related disclosure of contingent assets and liabilities at the date of the financial statements. Actual 
results may differ from those estimates and the Company revises its estimates and assumptions as new 
information becomes available. 


Reclassifications 


Certain prior period amounts have been reclassified to conform to the current period presentation. 
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2. New Accounting Pronouncements and Changes in Accounting Principle 
New Accounting Pronouncements 
SFAS 161, Disclosures about Derivative Instruments and Hedging Activities (“SFAS 161”) 


In March 2008, the FASB issued SFAS 161, which requires disclosures about the fair value of derivative 
instruments and their gains or losses in tabular format as well as disclosures regarding credit-risk-related 
contingent features in derivative agreements, counterparty credit risk and strategies and objectives for using 
derivative instruments. SFAS 161 amends and expands SFAS 133, Accounting for Derivative Instruments and 
Hedging Activities, and is effective prospectively beginning in 2009. Adoption of SFAS 161 will impact the 
Company’s disclosures about derivative instruments and hedging activities beginning in 2009. 


SFAS 141 (revised 2007), Business Combinations (“SFAS 141(R)”) 


In December 2007, the FASB issued SFAS 141(R), which establishes how the acquiring entity recognizes and 
measures the assets acquired, liabilities assumed, any gain on bargain purchases and any noncontrolling interest 
in the acquired entity. SFAS 141(R) requires acquisition-related costs to be expensed in the periods they are 
incurred, with the exception of the costs to issue debt or equity securities. SFAS 141(R) requires disclosure of 
information for a business combination that occurs during the accounting period or prior to the issuance of the 
financial statements for the accounting period. SFAS 141(R) is effective prospectively for business combinations 
with an acquisition date on or after the beginning of the first annual reporting period after December 15, 2008. 
Adoption of SFAS 141(R) is not expected to have an impact to the Company’s financial statements. 


SFAS 160, Noncontrolling Interests in Consolidated Financial Statements (“SFAS 160”) 


In December 2007, the FASB issued SFAS 160, which modifies reporting for noncontrolling interest (minority 
interest) in consolidated financial statements. SFAS 160 requires noncontrolling interest be reported in equity 
and establishes a new framework for recognizing net income or loss and comprehensive income by the 
controlling interest. SFAS 160 requires specific disclosures regarding changes in equity interest of both the 
controlling and noncontrolling parties and presentation of the noncontrolling equity balance and income or loss 
for all periods presented. SFAS 160 is effective for interim and annual periods in fiscal years beginning after 
December 15, 2008. The statement is applied prospectively upon adoption. Upon adoption, prior period financial 
statements will be restated for the presentation of the noncontrolling interest for comparability. Adoption of 
SFAS 160 will impact the presentation of noncontrolling interests in the Company’s financial statements 
beginning in 2009. 


SFAS 159, The Fair Value Option for Financial Assets and Financial Liabilities (“SFAS 159”) 


In February 2007, the FASB issued SFAS 159 permitting entities to choose to measure many financial 
instruments and certain other items at fair value. The standard also establishes presentation and disclosure 
requirements designed to facilitate comparison between entities that choose different measurement attributes for 
similar types of assets and liabilities. If the fair value option is elected, the effect of the first remeasurement to 
fair value is reported as a cumulative effect adjustment to the opening balance of retained earnings. The 
statement is applied prospectively upon adoption. The Company did not adopt fair value treatment for any assets 
or liabilities under SFAS 159 as of the beginning of 2008. 


SFAS 157, Fair Value Measurements (“SFAS 157”) 


In September 2006, the FASB issued SFAS 157, which provides guidance for fair value measurement of assets 
and liabilities and instruments measured at fair value that are classified in shareholders’ equity. The statement 
defines fair value, establishes a fair value measurement framework and expands fair value disclosures. It 
emphasizes that fair value is market-based with the highest measurement hierarchy level being market prices in 
active markets. The standard requires fair value measurements be disclosed by hierarchy level, an entity include 
its own credit standing in the measurement of its liabilities and modifies the transaction price presumption. 
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In February 2008, the FASB issued FSP FAS 157-2, Effective Date of FASB Statement 157, which delays the 
effective date of SFAS 157 to fiscal years beginning after November 15, 2008 for all nonfinancial assets and 
nonfinancial liabilities, except those that are recognized or disclosed at fair value in the financial statements on a 
recurring basis (at least annually). 


Accordingly, as of February 3, 2008, the Company adopted SFAS 157 for financial assets and liabilities only. As 
of January 31, 2009, the Company’s financial assets and liabilities subject to SFAS 157 consisted of the cross- 
currency interest rate swaps and the participating interest rate swap. The fair value of these instruments is 
determined using valuation methodologies that employ Level 2 inputs as defined in SFAS 157. The adoption of 
SFAS 157 for financial assets and financial liabilities did not have a significant impact on the Company’s results 
of operations, financial condition or liquidity. Adoption of portions of SFAS 157 within the scope of FSP FAS 
157-2 is not expected to have a material impact on the Company’s financial statements beginning in 2009. 


Changes in Accounting Principle 
Income Taxes 


Effective February 4, 2007, the Company adopted FIN 48, Accounting for Uncertainty in Income Taxes (“FIN 
48”), an interpretation of FASB Statement 109. Upon adoption, the Company recognized an additional $10 
million liability for unrecognized tax benefits, which was accounted for as a reduction to the Company’s opening 
balance of retained earnings on February 4, 2007. For additional information, see Note 13, “Income Taxes.” 


Share-based Compensation 


On January 29, 2006, the Company adopted SFAS 123 (revised 2004), Share-Based Payment (“SFAS 123(R)’), 
which requires the measurement and recognition of compensation expense for all share-based awards made to 
employees and directors based on estimated fair values on the grant date. Prior to the adoption of SFAS 123(R), 
the Company accounted for share-based awards to employees and directors using the intrinsic value method in 
accordance with Accounting Principles Board Opinion 25, Accounting for Stock Issued to Employees (“APB 
25’). Under the intrinsic value method, no stock-based compensation expense was recognized in the Company’s 
Consolidated Statements of Income, other than for restricted stock, because the exercise price of the Company’s 
stock options granted to employees and directors was equal to the estimated fair market value of the underlying 
stock at the date of grant. 


The Company adopted SFAS 123(R) using the modified prospective transition method, which required the 
application of the accounting standard as of January 29, 2006, the first day of the Company’s fiscal year 2006. 


Share-based compensation expense recognized in the Consolidated Statements of Income under SFAS 123(R) is 
based on awards ultimately expected to vest and, accordingly, has been reduced for estimated forfeitures. SFAS 
123(R) requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent periods if 
actual forfeitures differ from those estimates. The cumulative effect of change in accounting principle on the 
Consolidated Statement of Income for the year ended February 3, 2007 of $0.7 million (net of tax of $0.4 
million) relates to an estimate of forfeitures of previously recognized unvested restricted stock awards 
outstanding as of January 29, 2006, the date of adoption of SFAS 123(R). 


3. Earnings Per Share 


Earnings per basic share is computed based on the weighted-average number of outstanding common shares. 
Earnings per diluted share include the weighted-average effect of dilutive options and restricted stock on the 
weighted-average shares outstanding. 
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The following table provides shares utilized for the calculation of basic and diluted earnings per share for 2008, 
2007 and 2006: 


2008 2007 2006 
(in millions) 


Gommion Shares 1Ssned: ¢s..ca% ba gona ee es bed oo Semi adaadadee ads Hea cme eee ber 524 524 524 
Treasury Shares: 0.6..3.c0dihs. dd ee ead eta el bee eee bea heed weeded (189) (149) (128) 
Basic: Shares 5 0369 e253 6th cea tHE nade oh dE RGR ADEE Ras WR RRR SES 335 375 396 
Effect of Dilutive Options and Restricted Stock .... 0.0... cece cee ene 2 5 7 
Diluted Shares: :5..3.0340.00s0004 exden eae tee e daw tes eat ee wei ae diewr eed eed 337 =380 =6©403 
Anti-dilutive Options. \) 25:5 weckekie hale eked Aah WA Lhe eo REE ARADO eee Ee 15 9 6 


(a) These options were excluded from the calculation of diluted earnings per share because the exercise prices 
were greater than or equal to the average market price of the common shares and, therefore, their inclusion 
would have been anti-dilutive. 


4. Derivative Financial Instruments 


The Company has foreign exchange rate exposure primarily as a result of the January 2007 acquisition of La 
Senza Corporation whose operations are conducted primarily in Canada. To mitigate the exposure to fluctuations 
in the U.S. dollar-Canadian dollar exchange rate, the Company entered into a series of cross-currency swaps 
related to approximately $470 million Canadian dollar denominated intercompany loans. These cross-currency 
swaps require the periodic exchange of fixed rate Canadian dollar interest payments for fixed rate U.S. dollar 
interest payments as well as exchange of Canadian dollar and U.S. dollar principal payments upon maturity. The 
swap arrangements mature between 2015 and 2018 at the same time as the related loans. 


The cross-currency interest rate swaps are designated as cash flow hedges of foreign currency exchange risk. 
Changes in the U.S. dollar-Canadian dollar exchange rate result in reclassification of amounts from accumulated 
other comprehensive income (loss) to earnings to offset foreign currency transaction gains and losses recognized 
on the intercompany loans. The Company’s aggregate fair value of foreign currency swap arrangements was an 
asset of $26 million as of January 31, 2009 and a liability of $54 million as of February 2, 2008. The asset and 
liability are included in Other Assets and Other Long-term Liabilities, respectively, on the Consolidated Balance 
Sheets. 


In March and June 2007, the Company entered into interest rate lock agreements designated as cash flow hedges 
to mitigate exposure to interest rate fluctuations on the anticipated future issuance of debt. In conjunction with 
the Company’s issuance of notes during July 2007, the interest rate locks were settled. Based on changes between 
the anticipated and actual amount and timing of the debt issuance, the Company concluded during the second 
quarter of 2007 that the interest rate locks no longer qualified as cash flow hedges. As a result, $17 million of 
realized pre-tax gains from the settlement of the interest rate locks was recognized in earnings in the second 
quarter of 2007. The gain on the interest rate lock agreements is included in Other Income (Loss) on the 2007 
Consolidated Statement of Income. 


In January 2008, the Company entered into a participating interest rate swap arrangement designated as a cash 
flow hedge to mitigate exposure to interest rate fluctuations related to the Company’s $750 million term loan. 
The fair value of the participating interest rate swap arrangement was a liability of $30 million as of January 31, 
2009 and $13 million as of February 2, 2008. The liability is included in Other Long-term Liabilities on the 
Consolidated Balance Sheets. 


On February 3, 2008, the Company adopted SFAS 157 for financial assets and liabilities. The fair values of the 


derivative instruments are determined using valuation methodologies that employ Level 2 inputs as defined in 
SFAS 157. 
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5. Comprehensive Income (Loss) 


Comprehensive Income (Loss) consists of gains and losses on derivative instruments and foreign currency 
translation adjustments. The cumulative gains and losses on these items are included in Accumulated Other 
Comprehensive Income (Loss) in the Consolidated Balance Sheets and Consolidated Statements of Shareholders’ 
Equity. 


The following table provides additional detail regarding the composition of Accumulated Other Comprehensive 
Income (Loss) as of January 31, 2009 and February 2, 2008: 


January 31, February 2, 
2009 2008 


(in millions) 


Foreign Currency’ FranslatiOn sic00 eke seecgs iene oh ee eee as pee ole teee det $ (4) $ 30 
Unrealized Gain (Loss) on Cross Currency Interest Rate Cash Flow Hedge ........... 26 (55) 
Reclassification of Cash Flow Hedges to Earnings .............. 0.000000 0 eee eee (18) 73 
Unrealized Loss on Interest Rate Cash Flow Hedge .......... 0.0.0.0. cee eee eee (29) (13) 
Realized Loss on Cash Flow Hedge ........... 0... cece eet eens (3) (4) 
Total Accumulated Other Comprehensive (Loss) Income ...................... $(28) $ 31 


6. Acquisitions, Divestitures and Other 
Acquisition 
La Senza Corporation 


On January 12, 2007, the Company completed the acquisition of 100% of the stock of La Senza Corporation (“La 
Senza’’) for $600 million, including transaction costs of $8 million. The acquisition was financed through the use 
of existing cash and was accounted for as a purchase, with results of operations included in the Consolidated 
Financial Statements since the date of acquisition. La Senza is a Canadian specialty retailer offering lingerie and 
sleepwear, as well as apparel for girls in the 7-14 year age group. In addition, La Senza licensees operate 
independently owned stores in 45 other countries. The acquisition of La Senza supports the Company’s objective 
of enhancing its capabilities to pursue its strategic growth goals internationally. 


Divestitures 
Joint Venture 


In April 2008, the Company and its investment partner completed the divestiture of a joint venture, which the 
Company consolidated under the provisions of FIN 46(R) to a third party. The Company recognized a pre-tax 
gain of $128 million and received pre-tax proceeds of $168 million on the divestiture. The pre-tax gain is 
included in Net Gain on Joint Ventures on the 2008 Consolidated Statement of Income. Total proceeds included 
$24 million which was to be held in escrow until August 2009 to cover any post-closing contingencies. In 
December 2008, $15 million of the $24 million in funds held in escrow were distributed to the Company. 


Express 


On July 6, 2007, the Company completed the divestiture of 75% of its ownership interest in Express to affiliates 
of Golden Gate Capital for pre-tax net cash proceeds of $547 million. The Company recorded a pre-tax gain on 
the divestiture of $302 million. For additional information, see Note 11, “Equity Investments and Other.” 


In conjunction with the transaction, the Company and Express entered into transition services agreements 
whereby the Company provides support to Express in various operational areas including logistics, technology 


and merchandise sourcing. The terms of these transition services arrangements varies and range from 3 months to 
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3 years. The Company recognized merchandise sourcing revenue from Express of $435 million and $353 million 
for 2008 and 2007, respectively. These amounts are net of the elimination of 25% of the gross merchandise 
sourcing revenue consistent with the Company’s ownership percentage. The Company’s accounts receivable 
from Express for merchandise sourcing and other services provided in accordance with the terms and conditions 
of the transition services agreements totaled $92 million and $151 million as of January 31, 2009 and February 2, 
2008, respectively. 


Limited Stores 


On August 3, 2007, the Company completed the divestiture of 75% of its ownership interest in Limited Stores to 
affiliates of Sun Capital. As part of the agreement, Sun Capital contributed $50 million of equity capital into the 
business and arranged a $75 million credit facility. The Company recorded a pre-tax loss on the divestiture of 
$72 million. For additional information, see Note 11, “Equity Investments and Other.” 


In conjunction with the transaction, the Company and Limited Stores entered into transition services agreements 
whereby the Company provides support to Limited Stores in various operational areas including logistics, 
technology and merchandise sourcing. The terms of these transition services arrangements varies and range from 
3 months to 3 years. The Company recognized merchandise sourcing revenue from Limited Stores of $92 million 
and $75 million for 2008 and 2007, respectively. These amounts are net of the elimination of 25% of the gross 
merchandise sourcing revenue consistent with the Company’s ownership percentage. The Company’s accounts 
receivable from Limited Stores for merchandise sourcing and other services provided in accordance with the 
terms and conditions of the transition services agreements totaled $12 million and $22 million as of January 31, 
2009 and February 2, 2008, respectively. 


7. Restructuring Activities 
2008 


During the fourth quarter of 2008, the Company initiated a restructuring program designed to resize the 
Company’s corporate infrastructure and to adjust for the impact of the current retail environment. This program 
resulted in the elimination of approximately 400 positions (or 10%) of the Company’s corporate and home office 
headcount. The Company recognized a pre-tax charge consisting of severance and related costs of $23 million for 
the fiscal year ended January 31, 2009. These costs are included in General, Administrative and Store Operating 
Expenses on the 2008 Consolidated Statement of Income. 


2007 


In 2007, the Company completed a restructuring program designed to resize the Company’s corporate 
infrastructure and to adjust for the impact of the Apparel divestitures. This program resulted in the elimination of 
approximately 500 positions (or 10%) of the Company’s corporate and home office headcount through position 
eliminations and transfers to Express and Limited Stores. The Company recognized pre-tax charges consisting 
primarily of severance and related costs of $34 million for the fiscal year ended February 2, 2008. These costs 
are included in General, Administrative and Store Operating Expenses on the 2007 Consolidated Statement of 
Income. The Company also recognized $25 million in gains related to the sale of corporate aircraft. These gains 
are included in General, Administrative and Store Operating Expenses on the 2007 Consolidated Statement of 
Income. 
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8. Inventories 
The following table provides inventories as of January 31, 2009 and February 2, 2008: 


January 31, February 2, 


2009 2008 
(in millions) 
Finished Goods Merchandise ......... 00.0000 cee cece e eee eee ene $1,101 $1,140 
Raw Materials and Merchandise Components ...................0.0-, 81 111 
Total Inventories: «0 0.5.6.5 ccc ee Satan Poked bbe eRe RO ae $1,182 $1,251 


During the second quarter of 2007, the Company recognized a pre-tax charge of $19 million related to excess raw 
material and component inventory at Bath & Body Works. This cost was included in Cost of Goods Sold, Buying 
and Occupancy on the 2007 Consolidated Statement of Income. 


9. Property and Equipment, Net 
Property and Equipment, Net as of January 31, 2009 and February 2, 2008 were as follows: 


January 31, February 2, 


2009 2008 
(in millions) 
PAN cps ee, eee deere i nics) Poet ued ascth > sates fatten a dea en oe $ 660 $ 660 
Buildings and Improvements ............. 0.000. e eee eee eee 392 394 
Furniture, Fixtures, Software and Equipment......................0-. 2,375 2,255 
Leaseholds and Improvements ............ 00.0: eee eee eee eee 1,085 970 
Construction in Progress ... 0.2... cece eee eee 119 132 
TOtall is e.3. 2.8.00 saena dao ptt tae aiden os nde ELE RATER IRAE ERS 4,031 3,811 
Accumulated Depreciation and Amortization ............. 02000 e eae (2,102) (1,949) 
Property and Equipment, Net ............. 0.0... c eee eee eee $ 1,929 $ 1,862 


Depreciation expense was $371 million in 2008, $371 million in 2007 and $345 million in 2006. 


10. Goodwill, Trade Names and Other Intangible Assets, Net 
Goodwill 


The following table provides the rollforward of goodwill for the fiscal years ended January 31, 2009 and 
February 2, 2008: 


Victoria’s Bath & Body 


Secret Works Other Total 
(in millions) 
Balance as of February 3, 2007 ................... $ 999 $628 $49 $1,676 
ACQUISHIONS oe nese eee eo es Gt Etec — —_ 25 25 
Reclassification to Trade Name .................00. — — (12) (12) 
TMpPawMENl 2c cs4gds eed Ree dads Ge eh eek tae e t — — (13) (13) 
Reallocation of Purchase Price .................000- (1) — (1) (2) 
Foreign Currency Translation ..................0... 59 — — 59 
Balance as of February 2, 2008 ................... 1,057 628 48 1,733 
Disposals 234.4 s08:i3 Avessen Hews She eee eee ¥ — — (48) (48) 
TMpalwMeENt 5,4 hau hee eee onda awed deenet aeae (189) — — (189) 
Foreign Currency Translation .................0000- (70) — — (70) 
Balance as of January 31, 2009 ................... $ 798 $628 $— $1,426 


Intangible Assets—Indefinite Lives 


Intangible assets with indefinite lives represent the Victoria’s Secret, Bath & Body Works and La Senza trade 
names. These assets totaled $548 million as of January 31, 2009 and $611 million as of February 2, 2008 and are 
included in Trade Names and Other Intangible Assets, Net on the Consolidated Balance Sheets. 


Intangible Assets—Finite Lives 


The following table provides intangible assets with finite lives as of January 31, 2009 and February 2, 2008: 


January 31, February 2, 


2009 2008 
(in millions) 

Intellectual Property 220.2 .4c00. dhe ated eae beeen see e id lewd edieds $ 41 $ 41 
Trademarks/BrandS «3 .0)0cseuenseeder wees fae sek e eer teu as 4ewaud eee 19 45 
Licensing Agreements and Customer Relationships .................., 21 28 
Favorable Operating Leases ......... 0... c eee cee tee eee ene nes 18 22 
TOtall i¢ied¢caaendese yh oot eee he eee i eh bas ie aes 99 136 
Accumulated Amortization .......0.0.0000 000 ccc eee een eee (67) (70) 
Intangible Assets, Net 0.0.0.0... 00. eeeeee nes $ 32 $ 66 


Amortization expense was $6 million for 2008, $14 million for 2007 and $11 million for 2006. Estimated future 
annual amortization expense will be approximately $6 million in each of 2009, 2010 and 2011, $3 million in 
2012 and 2013 and $8 million thereafter. 


Impairment Charges 
La Senza 


In conjunction with the January 2007 acquisition of La Senza, the Company recorded $313 million in goodwill, 
$170 million in intangible assets with indefinite lives and $26 million in intangible assets with finite lives. These 
assets are included in the La Senza reporting unit which is part of the Victoria’s Secret reportable segment. 


In the fourth quarter of 2008, the Company completed its annual impairment testing. During the latter half of 
2008, La Senza’s operating results were negatively impacted by the global economic downturn and the resulting 
impact on the Canadian retail environment. As part of the annual impairment evaluation, the Company assessed 
the recoverability of goodwill using a discounted cash flow methodology. The Company concluded that the 
carrying value of the La Senza goodwill exceeded the implied fair value based on the estimated fair value of the 
La Senza reporting unit. Accordingly, the Company recorded a goodwill impairment charge of $189 million. The 
goodwill impairment charge is included in Impairment of Goodwill and Other Intangible Assets on the 2008 
Consolidated Statement of Income. 


Prior to completing the goodwill impairment evaluation, the Company performed its annual impairment analysis 
for indefinite-lived trade names. Based on its evaluation using a relief from royalty methodology, the Company 
concluded that certain La Senza trade name assets were impaired. Accordingly, the Company recorded an 
impairment charge of $25 million to reduce the carrying value of these assets to their estimated fair values. The 
Company also recognized a $1 million impairment charge related to a finite lived trade name asset. These 
impairment charges are included in Impairment of Goodwill and Other Intangible Assets on the 2008 
Consolidated Statement of Income. 
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Personal Care Joint Venture 


In February 2007, the Company acquired a personal care products business along with an investment partner. Net 
assets of the acquired business consisted primarily of goodwill. During the second quarter of 2007, the Company 
and its investment partner made a decision to close the operations of the acquired business. Based on this 
decision, the Company completed a valuation of the acquired business trade name, which the Company continues 
to use. Based on the Company’s evaluation, $12 million of the $25 million purchase price was allocated to the 
trade name. The remaining $13 million was recognized as an impairment charge in the second quarter of 2007. 
The Company recognized the investment partner’s portion of the impairment charge of $6 million in Minority 
Interest on the 2007 Consolidated Statement of Income. 


11. Equity Investments and Other 
Express 


On July 6, 2007, the Company completed the divestiture of 75% of its ownership interest in Express to affiliates 
of Golden Gate Capital. The Company’s remaining 25% investment in Express is accounted for under the equity 
method of accounting. 


In March 2008, Express distributed cash to its owners and the Company received $41 million. The Company’s 
portion representing a return of capital is $28 million and is included in Return of Capital from Express within 
the Investing Activities section of the 2008 Consolidated Statement of Cash Flows. The remaining $13 million is 
considered a return on capital and is included in Other Assets and Liabilities within the Operating Activities 
section of the 2008 Consolidated Statement of Cash Flows. 


In July 2008, Express distributed additional cash to its owners and the Company received $71 million. The 
Company’s portion representing a return of capital is $67 million with the remaining $4 million representing a 
return on capital. The proceeds received from the cash distribution were in excess of the Company’s carrying 
value of the investment in Express. As a result, the carrying value was reduced to zero as of the date of the cash 
distribution and a pre-tax gain of approximately $13 million was recorded. The gain is included in Other Income 
on the 2008 Consolidated Statement of Income. The Company’s investment carrying value for Express was zero 
as of January 31, 2009 and $99 million as of February 2, 2008. These amounts are included in Other Assets on 
the Consolidated Balance Sheets. 


Limited Stores 


On August 3, 2007, the Company completed the divestiture of 75% of its ownership interest in Limited Stores to 
affiliates of Sun Capital. The Company’s remaining 25% investment in Limited Stores is accounted for under the 
equity method of accounting. Accordingly, the Company recorded 25% of Limited Stores’ results for the period 
from August 4, 2007 through January 31, 2009 in Other Income (Loss) on the Consolidated Statement of Income. 
The Company’s investment carrying value for Limited Stores was $12 million as of January 31, 2009 and $13 
million as of February 2, 2008 and is included in Other Assets on the Consolidated Balance Sheets. 


Easton Investment 


The Company has land and other investments in Easton, a 1,300 acre planned community in Columbus, Ohio that 
integrates office, hotel, retail, residential and recreational space. These investments, at cost, totaled $63 million 
as of January 31, 2009 and $62 million as of February 2, 2008 and are recorded in Other Assets on the 
Consolidated Balance Sheets. 


Included in the Company’s Easton investments is an equity interest in Easton Town Center, LLC (“ETC”), an 
entity that owns and has developed a commercial entertainment and shopping center. The Company’s investment 
in ETC is accounted for using the equity method of accounting. The Company has a majority financial interest in 
ETC, but another unaffiliated member manages ETC. Certain significant decisions regarding ETC require the 
consent of unaffiliated members in addition to the Company. 
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In July 2007, ETC refinanced its $290 million secured bank loan replacing it with a $405 million secured bank 
loan. The loan is payable in full on August 9, 2017. 


In conjunction with the loan refinancing, ETC repaid the existing loan, reserved cash for capital expenditures and 
operations and authorized the distribution of $150 million to ETC members. As an ETC member, the Company 
received approximately $102 million of proceeds resulting in a $100 million gain after reducing the Company’s 
ETC carrying value from $2 million to zero. The gain is included in Other Income (Loss) on the 2007 
Consolidated Statement of Income. 


Total assets of ETC were approximately $253 million as of January 31, 2009 and $262 million as of February 2, 
2008. 


Other 


In April 2008, the Company recorded a pre-tax impairment charge of $19 million related to an unconsolidated 
joint venture accounted for under the equity method of accounting. The charge consisted of writing down the 
investment balance, reserving certain accounts and notes receivable and accruing a contractual liability. The 
impairment of $19 million is included in Net Gain on Joint Ventures on the 2008 Consolidated Statement of 
Income. 


12. Accrued Expenses and Other 


The following table provides additional information about the composition of accrued expenses and other as of 
January 31, 2009 and February 2, 2008: 


January 31, February 2, 


2009 2008 
(in millions) 

Deferred Revenue, Principally from Gift Card Sales ..... 00.0... eee eee eee $166 $218 
Compensation, Payroll Taxes and Benefits ............ 0.0.0.2 eee eee eee 103 115 
Taxes; Other ‘Thaiv InGome: «3.3.5. ¢0sewdel ee bito oe ee 38 teed a bh e Rees eae eo 74 71 
IRGtUIMNS: RESCLVE: <scies dedi aig thon ce pecs caoelt oe blat asd dessai ani baad Woeeesacdip glamaes Satuagrepaedeacdsacacetins 35 37 
INSUFANCE) dino eee ew SOG ee be eeke ae eee bo ae eee edad 34 33 
PROG: a sesh eiectes aac ante Aaa acta ocean steaeta Gh. ayia wi pus eg caka ar aeainged seee rt oe gone elbaans athens acta haat 25 31 
ING6feSt ows GG b owe Vee id Oe ws SANE Esa ine eek eb aoe Sea ee tees 31 24 
Current Portion of Long-term Debt .......... 0.0.0.0. e cee eee — 7 
Other 2. ice ciedsietesitedeapdead peda ee iad aeded sad bed eetneedagouds es 201 185 
Total Accrued Expenses and Other .............. 0.00. c cece eee eee eens $669 $721 
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13. Income Taxes 


The following table provides the components of the Company’s provision for income taxes for 2008, 2007 and 
2006: 


2008 2007 2006 
(in millions) 

Current: 

WES. Fédéral: 2 es. cca an nae eh ead Ge bats oe dh botin beads pes eee dhe eredae ee oleeate $151 $352 $385 

WES States. 2.24155. ab odds Meat Ga ie-i ob Weed oak oe are ei bei ee es 13 46 15 

IOI S acter hac, at echo oer ohn Sohn, a, aac be Sh ese chs A MES esas do oe ete este sas 23 18 5 
ROGAN see scesacceezcvielsuteahensshancadicis arses sp ect <b e banssuacey asanuaaciey setae deacteenant eetaseianane tuatatantaaiebacsceaiosls 187 416 465 
Deferred: 

MS PROCS t al ect ts cavers -c crane eysents b doen ae houston ae ba audasee a Adee ecco center oes aE ee Bae eS 38 59 (22) 

NUS State sca eres el chow ahaa Sie Silas Seg oe aks Bak cab ecalad neegy Sade Midas 15 (56) (21) 

NOnSU ISS cecreteaceh sy cone barat oh pad nue cote sonie aes eoyereenis dese sl epee see ee 2 (7) (8) — 
OCAD, acc 5 5.8 seine Sesh eie Sve eis ees ete ee eases Sahara enn ad deed aos gi shears pecs an ae 46 (5) (43) 
Provision for Income Taxes ..........0.0 0.0000. e eens $233 $411 $422 


The foreign component of pre-tax income, arising principally from overseas operations, was a loss of $90 million 
for 2008 which includes the impact of the $215 million impairment of goodwill and other intangible assets and 
changes in transfer pricing. The foreign pre-tax income was $40 million for 2007 and $54 million for 2006. The 
non-U.S. tax provision reflects the impact of enacted statutory rate decreases in Canada. 


The following table provides the reconciliation between the statutory federal income tax rate and the effective tax 
rate for 2008, 2007 and 2006: 


2008 2007 2006 
Federal Income’ Vax Rate: 2.3 ised aks of bee Re be Md Se oe eee aed 35.0% 35.0% 35.0% 
State Income Taxes, Net of Federal Income Tax Effect ................00...005. 5.0% 3.5% 3.2% 
State Net Operating Loss and Valuation Allowance Adjustment ................. 2.2% (34%) — 
Non-deductible Loss on Divestiture of Limited Stores ..................0000005 — 1.9% — 
Non-deductible Impairment of Goodwill and Other Intangible Assets ............. 14.2% —_ _— 
Other'Items,, Net). ii bokcee oO Fee ded eed be Llew dG dere wood REG bu FA Se ee eee (4.9%) (0.6%) 0.3% 
Effective Tax Rate® oo5 ech cicar dos bicbatiie sae debe adie basen od 6 ah hee eb 51.5% 36.4% 38.5% 


The Company’s effective tax rate has historically reflected and continues to reflect a provision related to the 
undistributed earnings of foreign affiliates. The Company has recorded a deferred tax liability for those amounts, 
but the taxes are not paid until the earnings are deemed repatriated to the United States. 
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Deferred Taxes 


The following table provides the effect of temporary differences that cause deferred income taxes as of 
January 31, 2009 and February 2, 2008. Deferred tax assets and liabilities represent the future effects on income 
taxes resulting from temporary differences and carryforwards at the end of the respective year. 


January 31, 2009 February 2, 2008 
Assets Liabilities Total Assets Liabilities Total 


(in millions) 


NC ASCS tk, ace a ahaa coat saunas auth eee blocs ata $33 $ — $ 33 $24 $ — § 24 
Non-qualified Retirement Plan ...................05. 62 —_— 62 66 — 66 
INVENLOLY” 2 esa eae s Sule cuca pans ae dala e aab es 47 — 47 51 — 51 
Property and Equipment ............ 0.0... eee eee eee — (153) (153) — (82) (82) 
Goodwill 4.5.4.6 seesaw s wees RE GRMG GSN OSE EES — (15) ds) — (16) (16) 
Trade Names and Other Intangibles ................... — (182) (182) — (203) (203) 
Undistributed Earnings of Foreign Affiliates ............ — (13) (13) — (21) (21) 
State Net Operating Losses ....................0.0.0. 32 _— 32 47 — 47 
Non-U.S. Operating Losses ............... 0.000.000 21 _— 21 13 —_— 13 
Valuation Allowance ......... 0.0.0 c eee eee (28) — (28) (20) — (20) 
Other; Net). .44.6.943458s4auh 20865 Gel aeiddoseed vies 59 — 59 37 —_ 37 
Total Deferred Income Taxes ...................... $226 $(363) $(137) $218 $322) $104) 


As of January 31, 2009, the Company had available for state income tax purposes net operating loss 
carryforwards which expire, if unused, in the years 2009 through 2026. The Company has analyzed the 
realization of the state net operating loss carryforwards on an individual state basis. In the second quarter of 
2007, a substantial portion of the valuation allowance was reversed in connection with the Apparel divestitures. 
For those states where the Company has determined that it is more likely than not that the state net operating loss 
carryforwards will not be realized, a valuation allowance has been provided for the deferred tax asset. 


As of January 31, 2009, the Company had available for non-U.S. tax purposes net operating loss carryforwards 
which expire, if unused, in the years 2028 and 2029. The Company has determined that it is more likely than not 
that all of the net operating loss carryforwards will not be realized and a valuation allowance has been provided 
for the net deferred tax assets, including the net operating loss carryforwards, of the related tax loss entity. 


Income taxes payable on the accompanying Consolidated Balance Sheets included net current deferred tax 
liabilities of $2 million as of January 31, 2009 and $4 million as of February 2, 2008. The Company also had net 
current deferred tax assets of $78 million and $75 million as of January 31, 2009 and February 2, 2008, 
respectively, which are included in Other Current Assets on the Consolidated Balance Sheets. Income tax 
payments were $205 million for 2008, $428 million for 2007 and $451 million for 2006. 


Uncertain Tax Positions 


Effective February 4, 2007, the Company adopted Financial Accounting Standards Board Interpretation 48, 
Accounting for Uncertainty in Income Taxes (“FIN 48”), an interpretation of FASB Statement 109. FIN 48 requires 
that a position taken or expected to be taken in a tax return be recognized in the financial statements when it is more 
likely than not (i.e., a likelihood of more than fifty percent) that the position would be sustained upon examination 
by tax authorities. A recognized tax position is then measured at the largest amount of benefit that is greater than 
fifty percent likely of being realized upon ultimate settlement. Upon adoption, the Company recognized an 
additional $10 million liability for unrecognized tax benefits, which was accounted for as a reduction to the 
Company’s opening balance of retained earnings on February 4, 2007. Including this adjustment, the Company had 
$131 million of unrecognized tax benefits as of February 4, 2007, $85 million of which, if recognized, would reduce 
the effective income tax rate and $6 million of which, if recognized, would reduce Goodwill. Additionally, the 
Company reclassified $107 million of unrecognized tax benefits from Current Liabilities—Income Taxes to Other 
Long-term Liabilities on the Consolidated Balance Sheet. 
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The Company had unrecognized tax benefits of $164 million and $144 million as of January 31, 2009 and 
February 2, 2008, respectively, of which $95 million and $97 million would reduce the effective income tax rate 
for 2008 and 2007, respectively. Of the total unrecognized tax benefits, it is reasonably possible that $41 million 
could change in the next twelve months due to audit settlements, expiration of statute of limitations or other 
resolution of uncertainties. Due to the uncertain and complex application of tax regulations, it is possible that the 
ultimate resolution of audits may result in liabilities which could be different from this estimate. In such case, the 
Company will record additional tax expense or tax benefit in the tax provision or reclassify amounts on the 
Consolidated Balance Sheet in the period in which such matter is effectively settled with the tax authority. 


The Company recognizes interest and penalties related to unrecognized tax benefits as components of income tax 
expense. For 2008, $7 million of interest and penalties was included in the Provision for Income Tax. The 
Company has accrued approximately $47 million and $40 million for the payment of interest and penalties as of 
January 31, 2009 and February 2, 2008, respectively. 


The following table summarizes the activity related to its unrecognized tax benefits for U.S. federal, state & 
non-US. tax jurisdictions for 2008 and 2007 without interest and penalties: 


2008 2007 
(in millions) 
Gross Unrecognized Tax Benefits, as of the Beginning of the Fiscal Year ................. $104 $ 92 
Increases in Tax Positions for Prior Years .... 0.0.0... cece cece eee eens 16 6 
Decreases in Tax Positions for Prior Years ....... 0.0... cc teen teens (18) (14) 
Increases in Unrecognized Tax Benefits as a Result of Current Year Activity ................. 23 28 
Decreases to Unrecognized Tax Benefits Relating to Settlements with Taxing Authorities ....... (3) (5) 
Decreases to Unrecognized Tax Benefits as a Result of a Lapse of the Applicable Statute of 
TeaMtatiOns= 24 2is Yh occ: shia cs uted Sat terete asec ts Ree eee viene, @ Meet senehiatn se, aietete suave Busia (5) (4) 
Foreign Currency Translation 22:5 6 2c.0sbsataee eed dees ee heed ee eee eee eek wes (1) 1 
Gross Unrecognized Tax Benefits, as of the End of the Fiscal Year ...................... $116 $104 


The Company files U.S. federal income tax returns as well as income tax returns in various states and in non-U.S. 
jurisdictions. At the end of 2008, the Company was subject to examination by the IRS for calendar years 2006 
through 2008. The Company is also subject to various U.S. state and local income tax examinations for the years 
1999 to 2008. Finally, the Company is subject to multiple non-U.S. tax jurisdiction examinations for the years 
2000 to 2008. In some situations, the Company determines that it does not have a filing requirement in a 
particular tax jurisdiction. Where no return has been filed, no statute of limitations applies. Accordingly, if a tax 
jurisdiction reaches a conclusion that a filing requirement does exist, additional years may be reviewed by the tax 
authority. The Company believes it has appropriately accounted for uncertainties related to this issue. 
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14. Long-term Debt 


The following table provides the Company’s long-term debt balance as of January 31, 2009 and February 2, 
2008: 


January 31, February 2, 
2009 2008 


(in millions) 


Term Loan due August 2012. Variable Interest Rate of 3.99% as of January 31,2009 .. $ 750 $ 750 
$700 million, 6.90% Fixed Interest Rate Notes due July 2017, Less Unamortized 

MOTSCOUME xe. s, obras een, aneeeede yoann + Ge aa esce Ba Sana an bi Sern Boe ta ae ae 698 698 
$500 million, 5.25% Fixed Interest Rate Notes due November 2014, Less Unamortized 

WDISCOUMIE. «seh: ce deena veneers oe Bee ereye ed shes see mates tne Sanh S OSdaae Bosman ale a Gas ameheneatene 6 499 499 
$350 million, 6.95% Fixed Interest Rate Debentures due March 2033, Less 

Wnamortized Discount. « 2cds- oe dS dacnleaee eed ohn be oh Meats OR ed DE RRO 350 350 
$300 million, 7.60% Fixed Interest Rate Notes due July 2037, Less Unamortized 

MDISCOUME 25.58, eden tees coho esa eet Got erate Sida S Ris 8 Reo, AE, Meahear ave og) areca ae eee ood wees 6 299 299 
$300 million, 6.125% Fixed Interest Rate Notes due December 2012, Less Unamortized 

MDTSCOUIGS 5.35.5, 2:32 ark cases acete eae etre os oe tee ak lang Bee Rad, BS Se eee 299 299 
Credit Facility due January 2010 ..... 02. cece eens — 15 
5.30% Mortgage due August 2010 .... 0... cece eee nee 2. 2 
ROtAD® 5-i 3 2.ses, beans id es Ba Stok eR bo aces He panes teen eed wee Sea 2,897 2,912 
Current: Portion of Long-term Debts. caiai va cae eee gee a Ree AS oR ees — (7) 
Total Long-term Debt, net of Current Portion ...................0.00 ce eens $2,897 $2,905 


In July 2007, the Company issued $700 million of 6.90% notes due July 15, 2017 and $300 million of 7.60% 
notes due July 15, 2037 utilizing a shelf registration statement under which up to $1 billion of debt securities, 
common and preferred stock and other securities could be issued. Interest on the notes is payable on January 15 
and July 15 of each year. 


On August 3, 2007, the Company amended the October 2004 $500 million term loan agreement to increase the 
borrowing capacity to $750 million and extend the term to August 2012. During the second quarter of 2007, the 
Company borrowed the additional $250 million under the term loan agreement. 


On August 3, 2007, the Company amended its $1 billion unsecured revolving credit facility (the “5-Year 
Facility”) by extending its term to August 2012 and executed a $500 million, 364-day unsecured revolving credit 
facility (the “364-Day Facility”). On July 11, 2008, the Company renewed the 364-Day Facility and reduced its 
size to $300 million. Both facilities support the Company’s commercial paper and letter of credit programs. As of 
January 31, 2009, there were no borrowings outstanding under either facility and no commercial paper 
outstanding. Fees payable under the 5-Year Facility are based on the Company’s long-term credit ratings and 
were 0.15% of the committed amount per year as of January 31, 2009. Fees payable under the 364-Day Facility 
are also based on the Company’s long-term credit ratings and were 0.35% of the committed amount per year as 
of January 31, 2009. 


In January 2006, Mast Industries (Far East) Limited, a wholly owned subsidiary of Limited Brands, Inc., entered 
into a $60 million unsecured revolving credit facility. During 2006, $30 million was drawn on the facility while 
the remaining $30 million expired in March 2006. The credit facility was available for general corporate 
purposes including the funding of dividends to Limited Brands, Inc. Borrowings under the credit facility are due 
in equal semi-annual installments through the maturity date of the credit facility in January 2010. In October 
2008, the Company repaid the Credit Facility due January 2010 and the related current portion of long-term debt. 


78 


The facilities and the Term Loan have several interest rate options, which are based in part on the Company’s 
long-term credit ratings. These agreements also require the Company to maintain certain specified fixed charge 
coverage and leverage ratios and prohibit certain types of liens on property or assets. The Company was in 
compliance with the covenant requirements as of January 31, 2009. 


In January 2008, the Company entered into a participating interest rate swap arrangement designated as a cash 
flow hedge to mitigate exposure to interest rate fluctuations related to the Term Loan. The participating interest 
rate swap limits the Company’s exposure to increases in the benchmark interest rate while allowing the Company 
to partially participate in any decreases in the benchmark interest rate. For additional information, See Note 4, 
“Derivative Instruments.” 


On February 19, 2009, the Company amended its 5-Year Facility, amended its Term Loan and canceled its 
364-Day Facility. For additional information, see Note 22, “Subsequent Event.” 


The following table provides principal payments due on long-term debt in the next five fiscal years and the 
remaining years thereafter: 


Fiscal Year (in millions) 


2009: ge Sted ame arb duis ee RDA ag bee dL he No aoe ee og Sole es Ae aes $ — 
DONO ras. ceoescet tice deh ta ehatinseeegh Gee aed caret ate Mie ded wet taal as, ate 8 ANS ocd nobis Sub epering Me dea 2 
QOUT ccauiiee ede sddeeeeepeeede oe ad bbb dhe PENA a wee faG eee Baewas — 
DUD. <5 ct tenant Sy tod ayensee: Sra aha setane t etEe Acca tee da ted Tet east Beno h Mere Geet sd anak Sodas, te eis 4 be cena 1,050 
QOUS cess ae Hels bk. oes Bete eek Reed GA AE a Bare WS we UNG 4 Soda oO RRS — 
MEMS TCA RG a 2 psec sees sopceseta: ied Gah toes cc Saree ante sedans Sadouetaneeinntares atures ated at hue bed aati eth tes ed toes 8,4 1,850 


Cash paid for interest was $174 million in 2008, $151 million in 2007 and $100 million in 2006. 


15. Fair Value of Financial Instruments 


SFAS 107, Disclosures about Fair Value of Financial Instruments (“SFAS 107”), requires management to 
disclose the estimated fair value of certain assets and liabilities defined by SFAS 107 as financial instruments. As 
of January 31, 2009, management believes that the carrying values of cash and cash equivalents, accounts 
receivable, accounts payable and accrued expenses approximate fair value because of their short maturity. 


Quoted market prices in active markets are the best evidence of fair value and are used as the basis for the 
measurement, if available. In the absence of quoted prices for identical or similar assets or investments in active 
markets, fair value is estimated using various valuation methods including cash flow analysis and appraisals. 


The estimated fair value of the Company’s long-term debt was $2.1 billion compared to the carrying value of 
$2.9 billion as of January 31, 2009. As of February 2, 2008, the estimated fair value of the Company’s long-term 
debt was $2.8 billion compared to the carrying value of $2.9 billion. The estimated fair value of the Company’s 
publicly traded debt is based on quoted market prices. The estimated fair value of the $750 million term loan is 
equal to its carrying value. On February 19, 2009, the terms of the Term Loan were amended. The estimates 
presented are not necessarily indicative of the amounts that could be realized in a current market exchange. 


The aggregate estimated fair value of the Company’s foreign currency swap arrangements was an asset of $26 
million as of January 31, 2009 and a liability of $54 million as of February 2, 2008. The estimated fair value of 
the Company’s participating interest rate swap arrangement was a liability of $30 million as of January 31, 2009 
and $13 million as of February 2, 2008. 
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16. Leases 


The Company is committed to noncancelable leases with remaining terms generally from one to ten years. A 
substantial portion of the Company’s leases consist of store leases generally with an initial term of ten years. 
Annual store rent consists of a fixed minimum amount and/or contingent rent based on a percentage of sales 
exceeding a stipulated amount. Store lease terms generally require additional payments covering taxes, common 
area costs and certain other expenses. These additional payments are excluded from the table below. 


The following table provides rent expense for 2008, 2007 and 2006: 


2008 2007 2006 


(in millions) 


Store Rent: 
Fixed (MiMi. 9,6 serge a aig sak ten toa celasand ace cacenay Seda a hod RiG Rd anaddres ae giao poaaed Sales $391 $431 $495 
COntN Sent 5 2.2. ci saside eda daede- mebie gabe beaded Meat aaa 37 58 72 
POtal Store Reme, ss, fos 4: og sense duessaeecdss ane) wate gig waa lsp ene and ad eon Acqhgr bia saab serbia aad erisdae eal 428 489 567 
Office, Equipment:and Other 2..ic¢0itscvced ede Ge aeae dea ate ee eistewe 64 70 50 
Gross: Rent Expense © 0: 2264.40.46 42 64 2de ao See eee be HERE AROS eee a eS 492 559 617 


Sublease Rental Income 


sdindueweedd dares © dab Caaeck Says Parad Goad did det eased sd ace (4) (©) d4) 
Total Rent Expense : ocd cede hdc dee eedeiewdeedg dai ceesdat nebeska $488 $550 $603 


The following table provides the Company’s minimum rent commitments under noncancelable operating leases 
in the next five fiscal years and the remaining years thereafter: 


Fiscal Year (in millions) (a) 


DOOD! sito cnschiscsces Hace, Aare nelsctee a. BRINE do ey RTE eA Na nt Ab Desc a! an TSA AO Rec SEER Ach Ba ti $ 478 
DOVO™ igi cice ae ese icp note Wa se eal Beha MRS i Ee ed NEG a GAs Re O43 Jeane SER ew es 455 
OIE oe hcscd ened acestes nial dese eeeetsonsie Giceh Geatacdcarept wae atie aud, sesh Gi acs ane actonetesgara es, Rotgneatnete fe eee eter 416 
QOI 2 si seg 8 airday DS badness bees ed fone be 1bSS bbe PbS eae ad fas bee Reds Sarees 44 373 
DONS x orcacseniclte tuted Bde agin Hare AN Sohe a. Hae hGEe toto Hee atcha idasten, eng dod aes ors tn Aatand Be otes, Hip datos pretend ae 341 
PCRS ANCE see sees ens as, Based er wes an cs eyleden wo Bese ade resound Soe ee dass aarp te, Ss eee oes 1,334 


(a) Excludes additional payments covering taxes, common area costs and certain other expenses generally 
required by store lease terms. 


The Company’s future sublease income under noncancelable subleases was $14 million as of January 31, 2009, 
which included $3 million of rent commitments related to disposed businesses under master lease arrangements. 


17. Commitments and Contingencies 


The Company is subject to various claims and contingencies related to lawsuits, taxes, insurance, regulatory and 
other matters arising out of the normal course of business. Management believes that the ultimate liability arising 
from such claims and contingencies, if any, is not likely to have a material adverse effect on the Company’s 
results of operations, financial condition or cash flows. 


Guarantees 


In connection with the disposition of certain businesses, the Company has remaining guarantees of 
approximately $194 million related to lease payments of Express, Limited Stores, Abercrombie & Fitch, Tween 
Brands (formerly Limited Too and Too, Inc.), Dick’s Sporting Goods (formerly Galyan’s), Lane Bryant, New 
York & Company and Anne.x under the current terms of noncancelable leases expiring at various dates through 
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2019. These guarantees include minimum rent and additional payments covering taxes, common area costs and 
certain other expenses and relate to leases that commenced prior to the disposition of the businesses. In certain 
instances, the Company’s guarantee may remain in effect if the term of a lease is extended. 


In April 2008, the Company received an irrevocable standby letter of credit from Express of $34 million issued 
by a third-party bank to mitigate a portion of the Company’s contingent liability for guaranteed future lease 
payments of Express. The Company can draw from the irrevocable standby letter of credit if Express were to 
default on any of the guaranteed leases. The irrevocable standby letter of credit is reduced through September 30, 
2010, the expiration date of the letter of credit, consistent with the overall reduction in guaranteed lease 
payments. The outstanding balance of the irrevocable standby letter of credit from Express was $19 million as of 
January 31, 2009. 


The Company’s guarantees related to Express, Limited Stores and New York & Company are subject to the 
provisions of SFAS 145, Rescission, Amendment and Technical Correction of Certain Accounting Standards, 
which requires fair value accounting for these guarantee obligations. The guaranteed lease payments related to 
Express (net of the irrevocable standby letter of credit), Limited Stores and New York & Company totaled $94 
million and $180 million as of January 31, 2009 and February 2, 2008, respectively. The estimated fair value of 
these guarantee obligations was $15 million and $10 million as of January 31, 2009 and February 2, 2008, 
respectively, and is included in Other Long-term Liabilities on its Consolidated Balance Sheets. The increase in 
the fair value from February 2, 2008 to January 31, 2009 reflects the impact of the current economic environment 
and the Company’s assessment of the risk of default on the guaranteed lease payments. 


The Company’s guarantees related to Abercrombie & Fitch, Tween Brands (formerly Limited Too and Too, 
Inc.), Dick’s Sporting Goods (formerly Galyan’s), Lane Bryant and Anne.x are not subject to the fair value 
provisions of SFAS 145 because they were executed prior to the effective date of SFAS 145. These guarantees 
are subject to the provisions of SFAS 5, Accounting for Contingencies, which requires that a loss be accrued 
when probable and reasonably estimable. As of January 31, 2009 and February 2, 2008, the Company had no 
liability recorded with respect to any of the guarantee obligations subject to SFAS 5 as it concluded that 
performance under these guarantees was not probable. 


18. Retirement Benefits 


The Company sponsors a tax-qualified defined contribution retirement plan and a non-qualified supplemental 
retirement plan for substantially all of its associates within the United States of America. Participation in the 
tax-qualified plan is available to associates who meet certain age and service requirements. Participation in the 
non-qualified plan is made available to associates who meet certain age, service, job level and compensation 
requirements. 


The qualified plan permits associates to elect contributions up to the maximum limits allowable under the 
Internal Revenue Code. The Company matches associate contributions according to a predetermined formula and 
contributes additional amounts based on a percentage of the associates’ eligible annual compensation and years 
of service. Associate contributions and Company matching contributions vest immediately. Additional Company 
contributions and the related investment earnings are subject to vesting based on years of service. Total expense 
recognized related to the qualified plan was $40 million for 2008, $44 million for 2007 and $49 million for 2006. 


The non-qualified plan is an unfunded plan which provides benefits beyond the Internal Revenue Code limits for 
qualified defined contribution plans. The plan permits associates to elect contributions up to a maximum 
percentage of eligible compensation. The Company matches associate contributions according to a 
predetermined formula and credits additional amounts based on a percentage of the associates’ eligible 
compensation and years of service. The plan also permits associates to defer additional compensation up to a 
maximum amount which the Company does not match. Associates’ accounts are credited with interest using a 
rate determined by the Company. Associate contributions and the related interest vest immediately. Company 
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contributions and credits, along with related interest, are subject to vesting based on years of service. Associates 
may elect in-service distributions for the unmatched additional deferred compensation component only. The 
remaining vested portion of associates’ accounts in the plan will be distributed upon termination of employment 
in either a lump sum or in equal annual installments over a specified period of up to 10 years. 


The following table provides the Company’s annual activity for this plan and year-end liability, included in Other 
Long-term Liabilities on the Consolidated Balance Sheets, as of January 31, 2009 and February 2, 2008: 


January 31, February 2, 


2009 2008 
(in millions) 
Balance at Beginning of Year ............. 0.0... cece eee eet ene $175 $179 
Contributions: 
IN SSOCIALE: 65:2 dns. Gea Cate deeds e Shee San aw ed 2 aynuse «ated Sab oie e Geo Cada S 9 14 
£0300) 27215 ce 9 11 
TING P ESE soosii Gd 5b hed oe od eo eh aroha eto nd ASP ed eee eed oak 13 11 
DASHED UM OMS: sych cco. ca a dceseis Boeteead pdt Gadi dy hoe dy dad ew dit dha dake ti aaa ak ares A Rs (39) (32) 
TVAPSEELS, (AN) 5:6 actus Boleoid: oe ete deg ee Pe eared co ase ba Ua ach wede tees Saude ord Gee g — (8) 
Balance at:End Of Y Car 30466050 64 sien kee Daeg ee Bede VER ORR Rw STA Oda $167 $175 


(a) Reflects transfers to the plans established by Express and Limited Stores. 


Total expense recognized related to the non-qualified plan was $21 million for 2008, $22 million for 2007 and 
$26 million for 2006. 


19. Shareholders’ Equity 


Under the authority of the Company’s Board of Directors, the Company repurchased shares of its common stock 
under the following repurchase programs during the fiscal years ended January 31, 2009, February 2, 2008 
and February 3, 2007: 


Average Stock 


Price of 
Shares 
Shares Repurchased ee 
Amount Authorized 2008 2007 2006 Program 
(in millions) (in thousands) 
October 2008 (a) 0.0... eee cc eee $ 250 19,048 — — $11.48 
November 2007 (b) 20... 0... eee eee 250 8,539 5,887 — 17.33 
August 2007 sf segs eka eee awed ted wh She ace 250 — 11,870 = 21.06 
June: 2007 be eeek aa eieduiee be aes wee aa eee 1,000 — 38,656 — 25.87 
JUNE 2O0G(C) os aces eae pied ex ecnda Belden 100 — 2,296 1,494 26.35 
Bebruary: 2006. ..ciie ccd tsa eho haed 100 — — 3,990 25.09 
November 2005 (d) 0.0... 0.0... cee ee eee 200 — — 1,795 22.82 
Total Shares Repurchased ................... 27,587 58,709 7,279 


(a) The repurchase program authorized in October 2008 had $31 million remaining as of January 31, 2009. 

(b) The repurchase program authorized in November 2007 had repurchases of $150 million in 2008 at an 
average stock price of $17.54 and repurchases of $100 million in 2007 at an average stock price of $17.02. 
This repurchase program was completed in May 2008. 

(c) The repurchase program authorized in June 2006 had repurchases of $59 million in 2007 at an average stock 
price of $25.86 and repurchases of $41 million in 2006 at an average stock price of $27.11. This repurchase 
program was completed in May 2007. 
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(d) The repurchase program authorized in November 2005 had repurchases of $42 million in 2006 at an average 
stock price of $23.40 and repurchases of $158 million in 2005 at an average stock price of $22.67. This 
repurchase program was completed in February 2006. 


For the November 2007 repurchase program, $8 million of share repurchases were reflected in accounts payable 
as of February 2, 2008 and were settled in February 2008. For the October 2008 repurchase program, there were 
no share repurchases reflected in accounts payable as of January 31, 2009. Through March 20, 2009, no 
additional shares were repurchased. 


20. Share-Based Compensation 
Plan Summary 


The 1993 Stock Option and Performance Incentive Plan as amended (the “Plan”), which is shareholder approved, 
provides for the grant of incentive stock options, non-qualified stock options, stock appreciation rights, restricted 
stock, performance-based restricted stock, performance units and unrestricted shares. The Company grants stock 
options at a price equal to the fair market value of the stock on the date of grant. Stock options have a maximum 
term of ten years. Stock options generally vest over 4 years with 25% vesting each year. Restricted stock 
generally vests (the restrictions lapse) over a two to three year period. 


The Limited Brands, Inc. Stock Award and Deferred Compensation Plan for Non-Associate Directors provides 
for an annual stock retainer for non-associate directors. The stock issued in conjunction with this plan has no 
restrictions. 


Under the Company’s plans, approximately 100 million options, restricted and unrestricted shares have been 
authorized to be granted to employees and directors. Approximately 17 million options and shares were available 
for grant as of January 31, 2009. 


Stock Options 


The following table provides the Company’s stock option activity for the fiscal year ended January 31, 2009: 


Weighted Weighted 


Average Average 
Option Remaining Aggregate 
Number of Price Per Contractual Intrinsic 
Shares Share Life Value 
(in thousands) (in years) (in thousands) 
Outstanding as of February 2, 2008 ................004. 17,841 $19.60 
Granted: 4 .63¢¢204, ch2:3s ankean eee eee oe bane ears 2,066 17.09 
EXercised) #04... s.4sscued $s5d Gees bese ba ees (2,186) 14.31 
Cancelled. c0%.¢¢koe $6 beads bade eal ape k aed’ (2,340) 22.17 
Outstanding as of January 31, 2009 ................00.0. 15,381 $19.62 5.39 $ — 
Vested and Expected to Vest as of January 31, 2009 (a) .... 14,516 $19.59 5.23 $ — 
Options Exercisable as of January 31, 2009 .............. 11,228 $19.06 4.39 $ — 


(a) The number of options expected to vest includes an estimate of expected forfeitures. 
Intrinsic value for stock options is the difference between the current market value of the Company’s stock and 


the option strike price. The total intrinsic value of options exercised was $10 million for 2008, $80 million for 
2007 and $130 million for 2006. 
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The total fair value at grant date of option awards vested was $13 million for 2008, $23 million for 2007 and $39 
million for 2006. 


The Company’s total unrecognized compensation cost, net of estimated forfeitures, related to nonvested options 
was $8 million as of January 31, 2009. This cost is expected to be recognized over a weighted-average period of 
2 years. 


The weighted-average estimated fair value of stock options granted was $3.47 per share for 2008, $6.97 per share 
for 2007 and $7.61 per share for 2006. 


Cash received from stock options exercised was $31 million for 2008, $74 million for 2007 and $153 million for 
2006. Tax benefits realized from tax deductions associated with stock options exercised were $5 million for 
2008, $30 million for 2007 and $50 million for 2006. 


The Company uses the Black-Scholes option-pricing model (“Black-Scholes model’) for valuation of options 
granted to employees and directors. The Company’s determination of the fair value of options is affected by the 
Company’s stock price as well as assumptions regarding a number of highly complex and subjective variables. 
These variables include, but are not limited to, the Company’s expected stock price volatility over the term of the 
awards and projected employee stock option exercise behaviors. 


The following table contains the weighted-average assumptions used during 2008, 2007 and 2006: 


2008 2007 2006 


Expected Volatility’ .. sate cveedin een koe duh aareagine dees hgh ee eer nee 2k teh ee 29% 32% 35% 
Risk-ires InterestiRate.\si.icc ondicdpewoaiidesigaies éob0ent ein bi dbteedionotesd 2.5% 45% 4.8% 
Dividend. Yield! is. iivape.eedh op btw S Adee oh Veta he eee Se eeue hee RR Meee Wale bed 3.4% 3.0% 2.9% 
Expected Life: (in: years). ¢ 1 cg.cive$ ote ag nits dokeag Oh Beas oleae oee EN Pee a Faw bees 5.2 5.3 5.5 


The expected volatility assumption is based on the Company’s analysis of historical volatility. The risk-free 
interest rate assumption is based upon the average daily closing rates during the period for U.S. treasury notes 
that have a life which approximates the expected life of the option. The dividend yield assumption is based on the 
Company’s history and expectation of dividend payouts. The expected life of employee stock options represents 
the weighted-average period the stock options are expected to remain outstanding. 


Restricted Stock 


The following table provides the Company’s restricted stock activity for the fiscal year ended January 31, 2009: 


Weighted 
Average 
Number of Grant Date 
Shares Fair Value 
(in thousands) 
Unvested as of February 2, 2008 .............. 0.0. ccc eens 3,370 $22.83 
PAIS Os 8 iciscd boy ode Sacelefatct ana ov atenconaca roctanviadduibuacde nace Pearl eeaea ac tyatsdicas chaesste ipo ahswalgr svar acucs teeta 4,406 15.11 
Vesiedic5064102 3c dindadewbedumhid abdnkhentboleeidededidesibeaebiactx (887) 21.84 
ame Sy segs 5 to ste Spcde ean ce Pastas eee areeaeian ts ay ee leat aed sah e ercg nae eh cae ioe seep cule mie gp deena (676) 21.83 
Unvested as of January 31, 2009 .... 0... cee 6,213 17.60 


The Company’s total intrinsic value of restricted stock vested was $15 million for 2008, $11 million for 2007 and 
$14 million for 2006. 
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The Company’s total fair value at grant date of awards vested was $19 million for 2008, $8 million for 2007 and 
$10 million for 2006. Fair value of restricted stock awards is based on the market value of an unrestricted share 
on the grant date adjusted for anticipated dividend yields. 


Beginning in 2006, the Company issued performance-based restricted stock awards. The fair value of these 
shares is measured on the date that the performance goals and the target number of shares are communicated. 
The final number of shares of performance-based restricted stock issued to each employee is determined at the 
end of each Spring and Fall selling seasons, based upon performance against specified financial goals. The 
vesting period of these awards ranges from two to three years. 


As of January 31, 2009, there was $28 million of total unrecognized compensation cost, net of estimated 
forfeitures, related to unvested restricted stock. That cost is expected to be recognized over a weighted-average 
period of 2.3 years. 


Tax benefits realized from tax deductions associated with restricted stock vested were $6 million for 2008, $5 
million for 2007 and $4 million for 2006. 


Income Statement Impact 


Total pre-tax share-based compensation expense recognized under SFAS 123(R) was $35 million for 2008, $44 
million for 2007 and $37 million for 2006. The tax benefit associated with share-based compensation was $11 
million for 2008, $14 million for 2007 and $11 million for 2006. 


The following table provides share-based compensation expense included in the Consolidated Statements of 
Income for 2008, 2007 and 2006: 


2008 2007 2006 


(in millions) 


Costs of Goods Sold, Buying and Occupancy ........ 20.0... c eect eee ee $11 $10 $8 
General, Administrative and Store Operating Expenses ..................00000 00005 24 34 29 
Total Share-based Compensation Expense .................... 000 eee eee eee ees $35 $44 $37 


21. Segment Information 


Prior to the divestitures of Express and Limited Stores in the second quarter of 2007, the Company had three 
reportable segments: Victoria’s Secret, Bath & Body Works and Apparel. The Victoria’s Secret reportable 
segment consists of the Victoria’s Secret and La Senza operating segments which are aggregated in accordance 
with the provisions of SFAS 131, Disclosures about Segments of an Enterprise and Related Information. 


The Victoria’s Secret segment sells women’s intimate and other apparel, personal care and beauty products, and 
accessories under the Victoria’s Secret, Pink and La Senza brand names. Victoria’s Secret merchandise is sold 
through retail stores, its website, www. VictoriasSecret.com, and its catalogue. Through its website and catalogue, 
certain of Victoria’s Secret’s merchandise may be purchased worldwide. La Senza sells merchandise through 
retail stores located throughout Canada and licensed stores in 45 other countries. La Senza products may also be 
purchased through its website, www.LaSenza.com. 


The Bath & Body Works segment sells personal care, beauty and home fragrance products marketed under the 
Bath & Body Works, C.O. Bigelow and White Barn Candle Company brand names in addition to sales of 
third-party brands. Bath & Body Works merchandise is sold at retail stores, through its website, 
www.bathandbodyworks.com, and its catalogue. 


The Apparel segment sold women’s and men’s apparel through Express and Limited Stores. After the closing 
dates of the divestitures, the segment no longer exists. However, the Company retains a 25% ownership interest 
in Express and Limited Stores. 
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Other consists of the following: 


e Henri Bendel, operator of five specialty stores which feature accessories, fashion and personal care 
products; 


e Bath & Body Works Canada, operator of six specialty stores which feature personal care, beauty and 
home fragrance products; 


e Mast, an apparel merchandise sourcing and production company serving Victoria’s Secret, La Senza and 
third-party customers; 


¢ Beauty Avenues, a personal care sourcing and production company serving Victoria’s Secret, La Senza 
and Bath & Body Works; and 


¢ Corporate functions including non-core real estate, equity investments and other governance functions 
such as treasury and tax. 


The following table provides the Company’s segment information as of and for the fiscal years ended January 31, 
2009, February 2, 2008 and February 3, 2007: 


Victoria’s Bath & Body 
Secret Works Apparel(a) Other Total 


January 31, 2009 

Net Sales! 52 bts chee ce ekg erated aes oe $5,604 $2,374 $ — $1,065 $ 9,043 
Depreciation and Amortization ..................... 154 66 — 123 343 
Operating Income (Loss) ................ 000000005 405 215 — (31) 589 
Total ASsets:s 6: s/2oetaetc nine bode tanad Deeeend oe 3,086 1,446 — 2,440 6,972 
Capital Expenditures ......................000000, 279 92 —_ 108 479 
February 2, 2008 

NEt Sal6S 12.0524 5 ec whet ts ahh eked Sheth eae dd $5,607 $2,494 $ 870 $1,163 $10,134 
Depreciation and Amortization ..................0.. 156 59 27 110 352 
Operating Income (Loss) (b) (Cc)... 0... eee eee eee 718 302 250 (160) 1,110 
MW Otal ASSCUts wi. 333o-hcendtacs wlohe che arg wdbe Slbk GR ase, ae 3,365 1,456 — 2,616 7,437 
Capital Expenditures .................... 00.00.00. 315 112 37 285 749 
February 3, 2007 

Net Salesi4.¢..24.csac8 saailataenteteeee deed tee $5,139 $2,556 $2,242 734 «10,671 
Depreciation and Amortization ..................04. 105 52 66 93 316 
Operating Income (Loss) (C) .... 0.0... ee eee ee ee 879 420 (1) (122) 1,176 
MOtalASSets ic. 4332 aia seated ees d aa area ue 6d 3,221 1,516 622 1,734 7,093 
Capital Expenditures s.c6.400 5 yeuenye dnote eee aon ss 160 87 66 235 548 


(a) Results of Express and Limited Stores are included through July 6, 2007 and August 3, 2007, respectively, 
when the businesses were divested. Total assets for the Apparel segment as of February 2, 2008 are not 
included as the businesses were divested prior to that date. 

(b) Operating income for Apparel for the fiscal year ended February 2, 2008 includes the gain on divestiture of 
Express of $302 million and the loss on divestiture of Limited Stores of $72 million. 

(c) Amounts presented are restated to conform with the corporate cost allocation methodology adopted at the 
beginning of 2008. 


In 2007, the Company reviewed its corporate organization and allocation methodology as a result of changes in 
its business including the divestitures of Express and Limited Stores. Consistent with these business changes, the 
Company has transferred certain individuals and functions from corporate to its operating business units. 
Beginning in 2008, the Company changed its methodology for allocating certain remaining corporate costs to its 
operating business units, including, but not limited to, costs related to store real estate and store design and 
construction activities. This change primarily impacted General, Administrative and Store Operating Expenses 
across the Company’s segments. 
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The Company’s international sales, including La Senza, Bath & Body Works Canada and direct sales shipped 
internationally totaled $655 million in 2008, $611 million in 2007 and $100 million in 2006. The Company’s 
internationally based long-lived assets were $364 million as of January 31, 2009 and $713 million as of 
February 2, 2008. 


22. Subsequent Event 


On February 19, 2009, the Company amended its $1 billion unsecured revolving credit facility expiring in 
August 2012 (the “5-Year Facility”), amended its $750 million term loan (“Term Loan’) maturing in August 
2012 and canceled its $300 million, 364-day unsecured revolving credit facility. The amendment to the 5-Year 
Facility and the Term Loan includes changes to both the fixed charge coverage and leverage covenants. Under 
the amended covenants, the Company is required to maintain the fixed charge coverage ratio at 1.60 or above 
through fiscal year 2010 and 1.75 or above thereafter. The leverage ratio, which is debt compared to EBITDA, as 
those terms are defined in the agreement, must not exceed 5.0 through the third quarter of fiscal year 2010, 4.5 
from the fourth quarter of fiscal year 2010 through the third quarter of fiscal year 2011 and 4.0 thereafter. The 
amendment also increases the interest costs and fees associated with the 5-Year Facility and the Term Loan, 
provides for certain security interests as defined in the agreement and limits dividends, share repurchases and 
other restricted payments as defined in the agreement to $220 million per year with certain potential increases as 
defined in the agreement. The interest rate as of January 31, 2009 on the Term Loan would have been 6.69% had 
the amendment been effective at that date. The amendment does not impact the maturity dates of either the 
5-Year Facility or the Term Loan. The Company is currently evaluating the impact of the amendment in 
accordance with Emerging Issues Task Force (EITF) Issue 96-19, Debtor’s Accounting for a Modification or 
Exchange of Debt Instruments, and EITF Issue 98-14, Debtor’s Accounting for Changes in Line-of-Credit or 
Revolving Debt Arrangements. 


23. Quarterly Financial Data (Unaudited) 


The following table provides summarized quarterly financial data for 2008: 


Fiscal Quarter Ended 
May 3, August2, November1, January 31, 
2008(b) 2008(c) 2008 2009(d) 
(in millions except per share data) 

INGE AICS® 5 cob ateeee oe eee die eke cea Scenes ane ecnee cone areata ease ee $1,925 $2,284 $1,843 $2,991 
Gross Profit: i204 Se dA tee i OSE Be ee wh ee 641 761 580 1,024 
Operating InCOme: ceo soc es ce iacs asetelaranaladssace dap aiecaeGoboa d gapegpeutiaesiats 209 186 41 153 
Income Before Income Taxes .............. 0c e eee eee eens 176 164 3 110 
Net IMCOme:é.0 5.4.2 52cs40 deciles aed dbase dda datthe Ro She dae das ee acdaatads 98 102 4 16 
Net Income Per Basic Share (a) ....... 0.00. c cece eee een $ 0.29 $ 0.30 $ 0.01 $ 0.05 
Net Income Per Diluted Share (a) ........0... 000. c cece ene $ 0.28 $ 0.30 $ 0.01 $ 0.05 


(a) Due to changes in stock prices during the year and timing of issuances and repurchases of shares, the 
cumulative total of quarterly net income per share amounts may not equal the net income per share for the 
year. 

(b) Includes the effect of the following items: 

(i) A pre-tax gain of $128 million related to the divestiture of a personal care joint venture. 
(ii) A pre-tax loss of $19 million related to an impairment charge of an unconsolidated joint venture. 

(c) Includes the effect of a pre-tax gain of $13 million related to the $71 million distribution from Express. 

(d) Includes the effect of the following items: 

(i) $215 million impairment charge of goodwill and other intangible assets for the La Senza business. 
(ii) $23 million related to restructuring activities. 
(iii) A tax benefit of $15 million related to certain discrete foreign and state income tax items. 
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The following table provides summarized quarterly financial data for 2007: 


Fiscal Quarter Ended 
May 5, August4, November 3, February 2, 
2007 2007(b) 2007(c) 2008(d) 
(in millions except per share data) 
Net Sales: 2 c2:..4.00 abv ieee iran cade eee ae ede Shae $2,311 $2,624 $1,923 $3,276 
Gross Profit (€)* 6.) 0.3 cele a Sade eee ok wed ORES DEE dae es 794 811 608 1,296 
Operating INCOME: 3.41086. 40 Mladen swwaneaead vhs Oe ea aa een 108 319 62 621 
Income Before Income Taxes ...........0. 00: e eee eee eens 92 423 23 591 
Net IncOme 23. cect od ote ke ok Se Sas eee ee eles ae es 53 264 12 389 
Net Income Per Basic Share (a) ....... 0.0 c cece ee ene $0.13 $ 0.68 $ 0.03 $ 1.11 
Net Income Per Diluted Share (a) .........0. 000 cc cece eens $ 0.13 $ 0.67 $ 0.03 $ 1.10 


(a) Due to changes in stock prices during the year and timing of issuances and repurchases of shares, the 
cumulative total of quarterly net income per share amounts may not equal the net income per share for the 
year. 

(b) Includes the effect of the following items: 

(i) A pre-tax gain of $302 million related to the divestiture of a 75% ownership interest in Express. 

(ii) A pre-tax loss of $72 million related to the divestiture of a 75% ownership interest in Limited Stores. 

(iii) A tax benefit of $39 million related to the reversal of state net operating loss carryforward valuation 
allowances associated with the Apparel divestitures. 

(iv) A pre-tax gain of $100 million related to a distribution from Easton Town Center, LLC. 

(v) $47 million of expense related to various restructuring activities. 

(vi) A pre-tax gain of $17 million related to an interest rate hedge. 

(c) Includes the effect of a pre-tax gain of $25 million related to the sale of assets. 

(d) Includes the effect of the following items: 

(i) A pre-tax gain of $48 million related to initial recognition of income for unredeemed gift cards at 
Victoria’s Secret. 

(ii) A tax benefit of $28 million related to a decline in the Canadian federal tax rate, favorable tax benefits 
associated with the Apparel divestitures, audit settlements and other items. 

(e) Amounts presented are restated for 2007 to conform to current period presentation. 


ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE. 


Information regarding changes in accountants is set forth under the caption “INDEPENDENT REGISTERED 
PUBLIC ACCOUNTANTS?” in our proxy statement to be filed on or about April 8, 2009 for the Annual Meeting 
of Stockholders to be held May 28, 2009 (the “Proxy Statement”) and is incorporated herein by reference. 


There were no disagreements with accountants on accounting and financial disclosure. 


ITEM 9A. CONTROLS AND PROCEDURES. 


Evaluation of disclosure controls and procedures. As of the end of the period covered by this report, we carried 
out an evaluation, under the supervision and with the participation of our management, including our Chief 
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure 
controls and procedures, as such term is defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act. Based 
upon that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that as of the end of the 
period covered by this report, our disclosure controls and procedures were adequate and effective and designed to 
ensure that information required to be disclosed by us in reports we file or submit under the Exchange Act is 

(1) recorded, processed, summarized and reported within the time periods specified in Securities and Exchange 
Commission rules and forms, and (2) accumulated and communicated to our management, including our Chief 
Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure. 


88 


Management’s Report on Internal Control Over Financial Reporting. Management’s Report on Internal Control 
Over Financial Reporting as of January 31, 2009 is set forth in Item 8. Financial Statements and Supplementary 
Data. 


Attestation Report of the Registered Public Accounting Firm. The Report of Independent Registered Public 
Accounting Firm on Internal Control Over Financial Reporting as of January 31, 2009 is set forth in Item 8. 
Financial Statements and Supplementary Data. 


Changes in internal control over financial reporting. In April 2008, Mast implemented new supply chain 
management and finance systems and related processes in the third phase of an enterprise wide systems 
implementation. Various controls were modified due to the new systems. Additionally, subsequent to 
implementation, we established additional compensating controls over financial reporting to ensure the accuracy 
and integrity of our financial statements during the post-implementation phase. We believe that the system and 
process changes will enhance internal control over financial reporting in future periods. There were no other 
changes in our internal control over financial reporting that have occurred which have materially affected, or are 
reasonably likely to materially affect, our internal control over financial reporting. 


ITEM 9B. OTHER INFORMATION. 
Not applicable. 
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PART III 


ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 
Information regarding our directors is set forth under the captions “ELECTION OF DIRECTORS—Nominees 


and Directors’’, “—Director Independence’”’, “—Information Concerning the Board of Directors”, “—Committees 
of the Board of Directors”, “—-Communications with the Board”, “Attendance at Annual Meetings”, “—-Code 
of Conduct and Related Person Transaction Policy”, “—-Copies of the Company’s Code of Conduct, Corporate 
Governance Principles and Related Person Transaction Policy and Committee Charters”, and “—Security 
Ownership of Directors and Management” in the Proxy Statement and is incorporated herein by reference. 
Information regarding compliance with Section 16(a) of the Securities Exchange Act of 1934, as amended, is set 
forth under the caption “Section 16(a) Beneficial Ownership Reporting Compliance” in the Proxy Statement and 
is incorporated herein by reference. Information regarding executive officers is set forth herein under the caption 


“EXECUTIVE OFFICERS OF THE REGISTRANT?” in Part I. 


ITEM 11. EXECUTIVE COMPENSATION. 


Information regarding executive compensation is set forth under the caption “COMPENSATION RELATED 
MATTERS?” in the Proxy Statement and is incorporated herein by reference. 


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 
AND RELATED STOCKHOLDER MATTERS. 


Information regarding the security ownership of certain beneficial owners and management is set forth under the 
captions “ELECTION OF DIRECTORS—Security Ownership of Directors and Management” in the Proxy 
Statement and “SHARE OWNERSHIP OF PRINCIPAL STOCKHOLDERS?” in the Proxy Statement and is 
incorporated herein by reference. 


The following table summarizes share and exercise price information about Limited Brands’ equity 
compensation plans as of January 31, 2009. 


(c) Number of securities 
remaining available for 


(a) Number of future issuance under 
Securities to be issued (b) Weighted-average equity compensation 
upon exercise of exercise price of plan (excluding 
outstanding options, outstanding options, securities reflected in 
Plan category warrants and rights warrants and rights column(a)) 


Equity compensation plans approved by security 

holders:(1). :.2% cat .owehnede rede eaees 21,593,831 $19.62 (2) 17,123,077 
Equity compensation plans not approved by 

security holders .......... 0.0.0 0e eee eee — — 


Total, i. nveeoes veda Hehbed eed 21,593,831 $ 19.62 17,123,077 


| 


(1) Includes the following plans: Limited Brands, Inc. 1993 Stock Option and Performance Incentive Plan 
(2007 Restatement), Limited Brands, Inc. 1996 Stock Plan for Non-Associate Directors, 2003 Stock Award 
and Deferred Compensation Plan for Non-Associate Directors, and Intimate Brands, Inc. 1995 Stock Option 
and Performance Incentive Plan. In March 2002, awards then outstanding under the Intimate Brands, Inc. 
plan were converted into awards relating to 15,561,339 shares of Common Stock in connection with the 
merger of Intimate Brands, Inc. and a subsidiary of the Company. 

(2) Does not include outstanding rights to receive Common Stock upon the vesting of restricted shares awards. 
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE. 


Information regarding certain relationships and related transactions is set forth under the caption “ELECTION 
OF DIRECTORS—Nominees and Directors” and “—Director Independence” in the Proxy Statement and is 
incorporated herein by reference. 


ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES. 


Information regarding principal accountant fees and services is set forth under the captions “INDEPENDENT 
REGISTERED PUBLIC ACCOUNTANTS—Audit fees”, “—Audit related fees”, “—Tax fees”, “—AII other 
fees” and “—Pre-approval policies and procedures” in the Proxy Statement and is incorporated herein by 
reference. 
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PART IV 


ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 


(a) 


(a) 


(a) 


(1) 


(2) 


(3) 


Consolidated Financial Statements 


The following consolidated financial statements of Limited Brands, Inc. and subsidiaries are filed as 
part of this report under Item 8. Financial Statements and Supplementary Data: 


Management’s Report on Internal Control Over Financial Reporting 


Report of Independent Registered Public Accounting Firm on Internal Control Over Financial 
Reporting 


Report of Independent Registered Public Accounting Firm on Consolidated Financial 
Statements 


Consolidated Statements of Income for the Years Ended January 31, 2009, February 2, 2008 
and February 3, 2007 


Consolidated Balance Sheets as of January 31, 2009 and February 2, 2008 


Consolidated Statements of Shareholders’ Equity for the Years Ended January 31, 2009, 
February 2, 2008 and February 3, 2007 


Consolidated Statements of Cash Flows for the Years Ended January 31, 2009, February 2, 
2008 and February 3, 2007 


Notes to Consolidated Financial Statements 
Financial Statement Schedules 


Schedules have been omitted because they are not required or are not applicable or because the 
information required to be set forth therein either is not material or is included in the financial 
statements or notes thereto. 


List of Exhibits 
3. Articles of Incorporation and Bylaws. 


3.1 Certificate of Incorporation of the Company, dated March 8, 1982 incorporated by reference 
to Exhibit 3.1 to the Company’s Annual Report on Form 10-K for the fiscal year ended 
February 3, 2001. 


3.2 Certificate of Amendment of Certificate of Incorporation, dated May 19, 1986 incorporated 
by reference to Exhibit 3.2 to the Company’s Annual Report on Form 10-K for the fiscal year 
ended February 3, 2001. 


3.3. Certificate of Amendment of Certificate of Incorporation, dated May 19, 1987 incorporated 
by reference to Exhibit 3.3 to the Company’s Annual Report on Form 10-K for the fiscal year 
ended February 3, 2001. 


3.4 Certificate of Amendment of Certificate of Incorporation dated May 31, 2001 incorporated by 
reference to Exhibit 3.1 to the Company’s Quarterly Report on Form 10-Q for the quarter 
ended May 5, 2001. 


3.5 Amended and Restated Bylaws of the Company incorporated by reference to Exhibit 3 to the 
Company’s Quarterly Report on Form 10-Q for the quarter ended May 3, 2003. 


Instruments Defining the Rights of Security Holders. 


4.1. Conformed copy of the Indenture dated as of March 15, 1988 between the Company and The 
Bank of New York, incorporated by reference to Exhibit 4.1 to the Company’s Registration 
Statement on Form S-3 (File no. 333-105484) dated May 22, 2003. 
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4.2 


4.3 


4.4 


4.5 


4.6 


4.7 


4.8 


4.9 


4.10 


4.11 


Proposed form of Debt Warrant Agreement for Warrants attached to Debt Securities, with 
proposed form of Debt Warrant Certificate incorporated by reference to Exhibit 4.2 to the 
Company’s Registration Statement on Form S-3 (File no. 33-53366) originally filed with the 
Securities and Exchange Commission (the “Commission’’) on October 16, 1992, as amended 
by Amendment No. | thereto, filed with the Commission on February 23, 1993 (the “1993 
Form S-3”). 


Proposed form of Debt Warrant Agreement for Warrants not attached to Debt Securities, with 
proposed form of Debt Warrant Certificate incorporated by reference to Exhibit 4.3 to the 
1993 Form S-3. 


Indenture dated as of February 19, 2003 between the Company and The Bank of New York, 
incorporated by reference to Exhibit 4 to the Company’s Registration Statement on Form S-4 
(File no. 333-104633) dated April 18, 2003. 


Five-Year Revolving Credit Agreement, dated as of October 6, 2004, among Limited Brands, 
Inc., the Lenders party thereto, JPMorgan Chase Bank, as Administrative Agent, and Bank of 
America, N.A. and Citicorp North America, Inc., as Co-Syndication Agents, incorporated by 

reference to Exhibit 12(b)(i) to the Schedule TO filed by the Company with the Commission 

on October 7, 2004. 


Term Loan Credit Agreement, dated as of October 6, 2004, among Limited Brands, Inc., the 
Lenders party thereto, JPMorgan Chase Bank, as Administrative Agent, and Bank of 
America, N.A. and Citicorp North America, Inc., as Co-Syndication Agents, incorporated by 
reference to Exhibit 12(b)(ii) to the Schedule TO filed by the Company with the Commission 
on October 7, 2004. 


Amendment and Restatement Agreement with respect to the Five-Year Revolving Credit 
Agreement, dated as of October 6, 2004, among Limited Brands, Inc., the Lenders party 
thereto, JPMorgan Chase Bank, as Administrative Agent, and Bank of America, N.A. and 
Citicorp North America, Inc., as Co-Syndication Agents, incorporated by reference to Exhibit 
12(b)(i) to the Schedule TO filed by the Company with the Commission on October 7, 2004. 


Amendment and Restatement Agreement with respect to the Term Loan Credit Agreement, 
dated as of October 6, 2004, among Limited Brands, Inc., the Lenders party thereto, 
JPMorgan Chase Bank, as Administrative Agent, and Bank of America, N.A. and Citicorp 
North America, Inc., as Co-Syndication Agents, incorporated by reference to Exhibit 12(b)(ii) 
to the Schedule TO filed by the Company with the Commission on October 7, 2004. 


Amendment and Restatement Agreement (Revolving Credit Agreement) dated as of August 
3, 2007, among Limited Brands, Inc., the Lenders party thereto, and JPMorgan Chase Bank, 
as Administrative Agent, under the Amended and Restated Five-Year Revolving Credit 
Agreement dated as of October 6, 2004, as amended and restated November 5, 2004 and 
March 22, 2006, incorporated by reference to Exhibit 4.1 to the Company’s Quarterly Report 
on Form 10-Q for the quarter ended August 4, 2007. 


364-Day Revolving Credit Agreement, dated as of August 3, 2007, among Limited Brands, 
Inc., the Lenders party thereto, and JPMorgan Chase Bank, as Administrative Agent, 
incorporated by reference to Exhibit 4.2 to the Company’s Quarterly Report on Form 10-Q 
for the quarter ended August 4, 2007. 


Amendment and Restatement Agreement (Term Loans) dated as of August 3, 2007, among 
Limited Brands, Inc., the Lenders party thereto, and JPMorgan Chase Bank, as 
Administrative Agent, under the Amended and Restated Term Loan Agreement dated as of 
October 6, 2004, as amended and restated as of November 5, 2004 and March 22, 2006, 
incorporated by reference to Exhibit 4.3 to the Company’s Quarterly Report on Form 10-Q 
for the quarter ended August 4, 2007. 
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4.12 


10.1 


10.10 


10.11 


10.12 


10.13 


10.14 


10.15 


Amendment and Restatement Agreement (Term Loans) dated as of February 19, 2009, 
among Limited Brands, Inc., the Lenders party thereto, and JPMorgan Chase Bank, as 
Administrative Agent, under the Amended and Restated Term Loan Agreement dated as of 
October 6, 2004, as amended and restated as of November 5, 2004, March 22, 2006 and 
August 4, 2007, incorporated by reference to Exhibit 4.1 to the Company’s Form 8-K dated 
February 25, 2009. 


Material Contracts. 


Officers’ Benefits Plan incorporated by reference to Exhibit 10.4 to the Company’s Annual 
Report on Form 10-K for the fiscal year ended January 28, 1989 (the “1988 Form 10-K’”).* 


The Limited Supplemental Retirement and Deferred Compensation Plan incorporated by 
reference to Exhibit 10.3 to the Company’s Annual Report on Form 10-K for the fiscal year 
ended February 3, 2001.* 


Form of Indemnification Agreement between the Company and the directors and executive 
officers of the Company incorporated by reference to Exhibit 10.4 to the 1998 Form 10-K.* 


Supplemental schedule of directors and executive officers who are parties to an Indemnification 
Agreement incorporated by reference to Exhibit 10.5 to the 1998 Form 10-K.* 


The 1993 Stock Option and Performance Incentive Plan of the Company, incorporated by 
reference to Exhibit 4 to the Company’s Registration Statement on Form S-8 (File No. 
33-49871).* 


The 1993 Stock Option and Performance Incentive Plan (1996 Restatement) of the Company, 
incorporated by reference to Exhibit 4 to the Company’s Registration Statement on Form S-8 
(File No. 333-04941).* 


Intimate Brands, Inc. 1995 Stock Option and Performance Incentive Plan incorporated by 
reference to the Intimate Brands, Inc. Proxy Statement dated April 14, 1997 (File No. 
1-13814).* 


The 1997 Restatement of Limited Brands, Inc. (formerly The Limited, Inc.) 1993 Stock 
Option and Performance Incentive Plan incorporated by reference to Exhibit B to the 
Company’s Proxy Statement dated April 14, 1997.* 


Limited Brands, Inc. (formerly The Limited, Inc.) 1996 Stock Plan for Non-Associate 
Directors incorporated by reference to Exhibit 10.2 to the Company’s Quarterly Report on 
Form 10-Q for the quarter ended November 2, 1996.* 


Limited Brands, Inc. (formerly The Limited, Inc.) Incentive Compensation Performance Plan 
incorporated by reference to Exhibit A to the Company’s Proxy Statement dated April 14, 
1997.* 


Agreement dated as of May 3, 1999 among Limited Brands, Inc. (formerly The Limited, 
Inc.), Leslie H. Wexner and the Wexner Children’s Trust, incorporated by reference to 
Exhibit 99 (c) 1 to the Company’s Schedule 13E-4 dated May 4, 1999. 


The 1998 Restatement of Limited Brands, Inc. (formerly The Limited, Inc.) 1993 Stock 
Option and Performance Incentive Plan incorporated by reference to Exhibit A to the 
Company’s Proxy Statement dated April 20, 1998.* 


The 2002 Restatement of Limited Brands, Inc. (formerly The Limited, Inc.) 1993 Stock 
Option and Performance Incentive Plan, incorporated by reference to Exhibit 10.23 to the 
Company’s Annual Report on Form 10-K for the fiscal year ended February 1, 2003.* 


Limited Brands, Inc. Stock Award and Deferred Compensation Plan for Non-Associate 
Directors incorporated by reference to Exhibit 4.1 to the Company’s Registration Statement 
on Form S-8 (File no. 333-110465) dated November 13, 2003.* 


Limited Brands, Inc. 1993 Stock Option and Performance Incentive Plan (2003 Restatement) 
incorporated by reference to Exhibit 4.2 to the Company’s Registration Statement on Form 
S-8 (File no. 333-110465) dated November 13, 2003.* 
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10.16 


10.17 


10.18 


10.19 


10.20 


10.21 


10.22 


10.23 


10.24 


12. 
14. 


21. 
23.1 
24. 
31.1 
31.2 
32. 


Ba 


(b) Exhibits. 


Limited Brands, Inc. 1993 Stock Option and Performance Incentive Plan (2004 Restatement) 
incorporated by reference to Appendix A to the Company’s Proxy Statement dated April 14, 
2004.* 


Form of Aircraft Time Sharing Agreement between Limited Service Corporation and 
participating officers and directors incorporated by reference to Exhibit 10.3 to the 
Company’s Form 10-Q dated December 8, 2004.* 


Employment Agreement dated as of January 17, 2005 among Limited Brands, Inc., The 
Limited Service Corporation and Martyn Redgrave incorporated by reference to Exhibit 10.1 
to the Company’s Form 8-K dated January 19, 2005.* 


Limited Brands, Inc. Stock Option Award Agreement incorporated by reference to 
Exhibit 10.29 to the Company’s Annual Report on Form 10-K for the fiscal year ended 
January 29, 2005.* 


Form of Amended and Restated Aircraft Time Sharing Agreement between Limited Service 
Corporation and participating officers and directors incorporated by reference to Exhibit 
10.30 to the Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 
2005.* 


Form of Stock Ownership Guideline incorporated by reference to Exhibit 10.32 to the 
Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 2005.* 


Employment Agreement dated as of November 24, 2006 among Limited Brands, Inc., 
Victoria’s Secret Direct, LLC, and Sharen Jester Turney incorporated by reference to 
Exhibit 10.28 to the Company’s Annual Report on Form 10-K for the fiscal year ended 
February 3, 2007.* 


Employment Agreement effective as of April 9, 2007 among Limited Brands, Inc. and Stuart 
Burgdoerfer incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K dated 
April 11, 2007.* 


Amendment to Employment Agreement dated as of March 28, 2008 among Limited Brands, 
Inc., and Sharen Jester Turney.* 


Computation of Ratio of Earnings to Fixed Charges. 


Code of Ethics—incorporated by reference to the definitive Proxy Statement to be filed on or 
about April 14, 2007. 


Subsidiaries of the Registrant. 

Consent of Ernst & Young LLP. 

Powers of Attorney. 

Section 302 Certification of CEO. 

Section 302 Certification of CFO. 

Section 906 Certification (by CEO and CFO). 


Identifies management contracts or compensatory plans or arrangements. 


The exhibits to this report are listed in section (a)(3) of Item 15 above. 


(c) Not applicable. 


95 


SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Date: March 27, 2009 


LIMITED BRANDS, INC. (registrant) 


By /s/_ STUART B. BURGDOERFER 


Stuart B. Burgdoerfer, 
Executive Vice President, 
Chief Financial Officer * 


* Mr. Burgdoerfer is the principal financial officer and the principal accounting officer and has been duly 
authorized to sign on behalf of the Registrant. 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities indicated on February 2, 2008: 


Signature Title 
/s/_ LESLIE H. WEXNER** Chairman of the Board of Directors and 
Leslie H. Wexner Chief Executive Officer 
/s/_ DENNIS S. HERSCH** Director 
Dennis S. Hersch 
/s/_ JAMES L. HESKETT** Director 
James L. Heskett 
/s/_ DONNA A. JAMES** Director 
Donna A. James 
/s/_ DaAvip T. KOLLAT** Director 
David T. Kollat 
/s/_ WILLIAM R. Loomis, JR.** Director 


William R. Loomis, Jr. 


/s/_ JEFFREY H. Miro** Director 
Jeffrey H. Miro 


/s/_ JEFFREY B. SWARTZ** Director 


Jeffrey B. Swartz 


/s/_ ALLAN R. TESSLER** Director 
Allan R. Tessler 


/s/_ ABIGAIL S. WEXNER** Director 
Abigail S. Wexner 
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Signature Title 


/s/_ RAYMOND ZIMMERMAN** Director 


Raymond Zimmerman 


** The undersigned, by signing his name hereto, does hereby sign this report on behalf of each of the above- 


indicated directors of the registrant pursuant to powers of attorney executed by such directors. 


By /s/ MARTYN R. REDGRAVE 


Martyn R. Redgrave 
Attorney-in-fact 
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Executive Officers 


Leslie H. Wexner 


Chairman and Chief Executive Officer 
Limited Brands, Inc. 


Martyn R. Redgrave 


Executive Vice President and Chief Administrative Officer 
Limited Brands, Inc. 


Stuart B. Burgdoerfer 


Executive Vice President and Chief Financial Officer 
Limited Brands, Inc. 


Board of Directors 


Leslie H. Wexner 5 


Chairman and Chief Executive Officer, Limited Brands, Inc. 
Columbus, Ohio 


Dennis S. Hersch 3 


President, N.A. Property, Inc. 
New York, New York 


James L. Heskett 2,4 


Baker Foundation Professor Emeritus, Graduate School of 
Business Administration, Harvard University 
Boston, Massachusetts 


Donna A. James 1,4 


Managing Director, Lardon & Associates LLC 
Columbus, Ohio 


David T. Kollat 2,3 


Chairman, 22, Inc. 
Westerville, Ohio 


William R. Loomis Jr. 1,3 


Investor 
Santa Barbara, California 


1 Member of the Audit Committee 

2 Member of the Compensation Committee 

3 Member of the Finance Committee 

4 Member of the Nominating and Governance Committee 
5 Member of the Executive Committee 


Diane L. Neal 


Chief Executive Officer 
Bath and Body Works 


Sharen J. Turney 


President and Chief Executive Officer 
Victoria’s Secret 


Jane L. Ramsey 


Executive Vice President, Human Resources 
Limited Brands, Inc. 


Jeffrey H. Miro 2,4 


Partner, Honigman Miller Schwartz and Cohn LLP 
Bloomfield Hills, Michigan 


Jeffrey B. Swartz 2 


President and Chief Executive Officer, The Timberland Company 
Stratham, New Hampshire 


Allan R. Tessler 1,3,4,5 


Chairman and Chief Executive Officer, 
International Financial Group, Inc. 
Wilson, Wyoming 


Abigail S. Wexner 3 


Attorney at Law 
Columbus, Ohio 


Raymond Zimmerman 1,3 


Chief Executive Officer, Service Merchandise, LLC 
Boca Raton, Florida 


Company Information 


Headquarters 


Limited Brands, Inc. 
Three Limited Parkway 
Columbus, Ohio 43230 


614.415.7000 
www.LimitedBrands.com 


Stock Exchange Listing 


New York Stock Exchange 
Trading Symbol “LTD” 


Information Requests 


Through our Web site: www.LimitedBrands.com 


Limited Brands, Investor Relations 
Three Limited Parkway 
Columbus, Ohio 43230 


Upon written request to: 


By calling: 614.415.6400 


Limited Brands, Inc. 


Founded 1963 


as of January 31, 2009: 

Number of associates: 90,900 
Approximate shareholder base: 165,000 
©2009 Limited Brands 


NYSE Certification Statement 


Our Chief Executive Officer and Chief Financial Officer have filed 
the certifications required by Section 302 of the Sarbanes-Oxley 
Act of 2002 with the Securities and Exchange Commission as 
exhibits to our Form 10-K for the fiscal year ended January 31, 
2009. In addition, our Chief Executive Officer filed a separate 
annual certification to the New York Stock Exchange following 
our annual shareholders’ meeting on May 19, 2008. 


Annual Meeting of Stockholders 


9:00 A.M., Thursday, May 28, 2009 
Three Limited Parkway 
Columbus, Ohio 43230 


Independent Public Accountants 


Ernst & Young LLP 
Columbus, Ohio 


Stock Transfer Agent, Registrar and Dividend Agent 


BNY Mellon Shareholder Services 
P.O. Box 3338 
South Hackensack, NJ 07606-1936 


866.875.7975 
shrrelations @ mellon.com 


Available on our Web site, www.LimitedBrands.com 


¢ — Calendar of monthly sales and quarterly earnings dates 

¢ Live webcasts of the quarterly earnings conference calls 

¢ Audio replays of monthly sales and quarterly earnings calls. 
Replays are also available by dialing 1-866-NEWS-LTD 
(1-866-639-7583). 


© Mixed Sources 


FSC 


Product group from well-managed 
forests, controlled sources and 
recycled wood or fiber 

www.fse.org Cert no. SCS-COC-00648 
© 1996 Forest Stewardship Council 
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